aloomun. : NEW STYLE 


HE COVERS HIS TERRITORY... BY TELEPHONE... BETWEEN PERSONAL TRIPS 


Time was when he wasted hours in lobby waits and useless visits. Now, 
tefore every trip in person, he telephones ahead to arrange appoint- 

ments—and covers more territory more often. @ Once, too, he made no 
intact with customers or prospects between trips. Now he keeps in touch 
by telephone — answering inquiries, making friendly suggestions, saving 
tales that occasionally slipped away. ® Many kinds and sizes of businesses 
lve stepped up sales volume, cut down sales costs with the help of 


tong Distance telephone service. Try it a week or a month and see. 
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12.000 


Inguiries a Month 


Net Paid Circulation 
Now Over 50.000 


Coincident with the increase in our 
net paid circulation during the 
past six months, from 33,000 to 
over 50.000, the number of reader 
inquiries has also shown a tremen- 
dous growth. 


12,000 readers every month are 
writing for advice on securities, 
advice on corporation manage- ~ 
ments and prospects, advice on 
brokers to handle their business. 


Here is proof positive that our 
advertising pages will bring busi- 
ness to you—business from people 
of wealth and from _ executives 
controlling big corporation pur- 
chases. For further information 
write 
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CSETUCTION 


Here is an American home... in any city, your city. 
Here lives a family ... reasonably confident of personal 
security and opportunities for betterment both for self 
and children. 

This family probably is a user of electricity. It may 
be a family with savings in public utility securities. 
It may be the family of a public utility worker. And 
it IS a family of taxpayers. 

Whether user, investor, worker, taxpayer—or all four— 
every such American family, and every community of 
families, is directly concerned in unfair attacks upon public 
utilities. These represent a drive against a business which 
has constantly improved its physical facilities and the 
“tools” of public usefulness . . . progressively reduced its 
prices to the householder until they average a little more 
than 8c a day for a greatly increased volume of electricity. 
If those now engaged in this attack were to effect, instead, 


WHAT « 


' 


of 


a 10% reduction in. the cost of government, the per-family 
saving to the people would be equivalent to the cost of a 
whole year’s supply of electricity in the average home. 

Wrecking the great American public utility structure 
means more than ‘‘death sentences’”’ to corporate bodies 
... It hits at the people themselves! 

What does this destruction threaten? ... destruction 
of the public’s rights and interests in the character and 
quality of service rendered; of local regulation; of values 
represented by their invested savings; of job stability; of 
the progressive, experienced and RESPONSIBLE manage- 
ment that has brought this industry to its present advanced 
state—and substitution therefor of experiment and exploi- 
tation of transient bureaucracy. 

This destruction is no mere fear—politically inspired 
action is under way writing it into the laws of the land. 
Can you afford to go down that road? 
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Earning Power Told the Story in the Cost of Every Security 


Which Registered A Sustained Advance in 1935 ..., 


—And This Will Be the Trend in 1936 








Facts, Graphs, Statistics that will help 
make your 1936 investment plans. 


MARKETS 


Analysis of the Stock Market for 1935 
with 1936 Outlook. By the Industrial 
and Security Experts of The Magazine 
of Wall Street. 


—Comparison of earnings of all leading com- 
panies for several years past. 

—New Stock Listings. 

—Stock Market Prices 1934-1935. 

Over-the-Counter Prices. 

—Curb Market Prices. 


TRADE AND INDUSTRY 


Analysis of the Business Situation from 

the standpoint of recent events and proe- 

pective trend. 

—Money — Finance. —New Industries. 

—Commodities—Including Graphs, Indicati 
Price Trend. oceania 

—Record of Production of Leading Commodi- 
ties and New Production Trend. 


STOCKS 


3 Years’ Earning Record—Present Fi- 
nancial Position. Illustrated with Charts 
and Tables. 


—Railroads —Leather —Oil 
—Public Utilitie —Accessories —Tires 
—Food —Textiles —Paper 
—Chain Stores —Mining —Sugar 
—Mail Order —Packing —Shipping 


Automobiles —Machinery Tobacco 
—Chemicals —Steel —Radio 
—Coal 


BONDS 


—Bond Market Prices for 1935. 
—Analysi- of Bond Market for 1935. 
—Bond Financing. —Curb Bonds. 
—Unlisted Bonds. 








A knowledge of the earnings possibilities of the various industries, and 
the situations in individual companies, is more important now than in 
any recent year. Therefore you need... 


The Magazine of Wall Street’s 


1936 MANUAL 


The fourteenth annual edition of this yearbook of financial, industrial, 
and security facts—prepared in an original style which saves your time, 
yet gives you a complete picture of every important industry, company, 
and security—is essential to every investor. 


— Factual and Interpretative 


A hundred charts and tables illustrate basic conditions in important 
industries, and fully detailed table gives leading companies’ earnings, 
financial positions over a period of years. 


Practically every company of importance is included, whether its securi- 
ties are listed or unlisted. The comprehensive data gives a complete 
record of their progress or decline—points out the future possibilities. 


It can help you to determine which securities to avoid—which should 
be bought or held—enables you to build your investments soundly. 


— Free — But You Must Act Now 


* This 1936 Manual is not for sale. It is prepared for The Magazine 
of Wall Street subscribers—and because of the cost of compiling and 
publishing it can only be offered our yearly subscribers. To secure your 
copy, fill in and mail your subscription today—using the convenient 
order form below. 








Fill In and Mail This Order Today 


THE MAGAZINE OF WALL STREET 
90 Broad Street, New York, N. Y. 

SPECIAL FREE MANUAL OFFER 
I enclose $7.50. Send me THE MAGAZINE OF WALL STREET for one 
year (26 issues), beginning with the next issue. It is understood I am 
to receive your 1936 Manual by return mail free. Further, I am to em 
joy full privileges of your Personal Service Department. 
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WITH THE EDITORS 








HE average man spends more for 
cigarettes than he spends for the 
electricity that lights his home, 

runs his radio and vacuum cleaner and 
probably the refrigerator in his kitchen. 
In fact in the taxes on his tobacco he 
pays to the Federal Government a sum 
qual to more than 65 per cent of his 
dectricity bill. 

Yet the cost of cigarettes has never 
ten a political issue and no doubt 
never will be. In contrast, the much 
smaller sum that the domestic consumer 
pays for the cheapest and most efficient 
of.all public servants—electricity—has 
lng been, and is today, one of the most 
ative and bitterly debated political 
issues. 

Why is this?) We have puzzled over 
tmany times. Is it because of a public 
listrust created by the abuses of a few 
utility holding company promoters dur- 
mg the last speculative boom? That 
an't be the whole story because in- 
numerable vote-seeking politicians were 





successfully exploiting “the utility 
issue” long before the 1929 boom. 

Is it because of a lingering odor of 
still more ancient abuses in the days 
when some utilities and railroads were 
not above tampering with legislatures 
and commissions? Is it because of a 
certain stiff-necked arrogance and cold 
impersonality in the past attitude of 
many utilities toward the public? Or is 
it because politicians with Machiavellian 
cunning have created and “sold” to the 
public an issue which in fact has no 
foundation? 

We don’t know. Whatever the 
reason, the certainty is that the public 
utility industry does not enjoy the good 
will of the American people today in 
anywhere near the degree that it should. 
Few people entertain any feeling of 
hostility toward the major manufactur- 
ing industries. If a man buys an auto- 
mobile or a radio receiving set or a 
suit of clothes or an oil burner or a 
set of golf clubs he assumes that he is 





Public Enemies or Public Servants? 


getting his money’s worth and he takes 
it for granted that the seller is entitled 
to a profit. 

But when the same man deals with 
his utility company he is all too prone 
to start with a bias, conscious or un- 
conscious. He thinks of the utility not 
as a valuable public servant, but as a 
public enemy. This attitude—now for 
the first time exploited to the limit in 
national politics — has unquestionably 
weakened the investment status of 
junior utility securities. 

No one but the utilities themselves 
can reverse the tide. They are efficient 
and economical public servants. Their 
tasks is to convince the public that they 
are. They have lacked finesse in the 
delicate art of public relations and in- 
stitutional salesmanship. Now, more 
than ever, it will pay them to focus 
their full attention and energies upon 
this problem giving it the same intelli- 
gence that they have lavished upon 
technical achievement. 

















In the Next Issue 


Your Income Taxes in 1937 


By M. L. Seman, Tax Consultant 


the Third Quarter 
By JoHn D. C. WELDON 


Current Security Values 
By A. T. MILLER 


By GrorceE W. MartHis 


Including corporate and investment taxation 


The Outlook for Leading Industries in 


Facts vs. Psychology in Appraising 


What’s Behind the Spurt in Merchandising? 


Will it continueP Which division will benefit? 




















AGE OF WEE “BWiuseOmt” 


You touch a switch with your 
finger, serenely unaware of an 
electrical miracle which takes 
place! So dependable has the 
service of electricity become, the 
average user takes it utterly for 
granted. It is news only if at any 
time it ceases to function. 

Power to light a great city... 
power to drive fleets of trains on 
the electrified highway . . . 225,000 
horsepower concentrated in a 
single unit...back of the 
“button!” 

This 165,000 kilowatt turbine- 


generator is one of the latest of a 


long series of West- 

inghouse achievements 

in making electrical 

service better, cheaper, 

more dependable. The 

largest unit of its type in the 

world, it occupies a space de- 

signed a few years ago for a 

machine of only one-third its 

capacity. A single bolt in the 

rotor shaft of this giant generator 

is 310 inches long and weighs 

over five tons! ° 
Years ago Westinghouse in- 

troduced the steam turbine into 


America and applied it to 


*50 YEARS OF ACHIEVEMENT 


Installed by the Philadelphia 
Electric Company and built by 
Westinghouse, this giant single 
shaft generating unit furnishes 
power and light for the Phila- 
delphia district and current for 
the Pennsylvania Railroad’s new 
main line electrification between 
New York and Washington. 


the generation of electricity in 
huge quantities...a revolutionary 
step which led to the develop- 
ment of the units of present-day 
capacities. That spirit of pioneer- 
ing, of ceaseless improvement, 
inspires to still greater achieve- 
ments as Westinghouse enters 
its second half-century. Westing- 
house Electric & Manufacturing 


Co., East Pittsburgh, Pa. 
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The Trend of 


LL business is deep- 
ly concerned in the 
outcome of the ul- 
timatum which The American Federation of Labor has 

given John L. Lewis and his seven dissident unions to 
dissolve their committee for industrial unionization of 
the mass production industries. Failure to comply will, 
it is stated, result in expulsion. The chances are that 

Lewis will beat the A. F. of L. to it by secession. Such 
an event would be a national disaster. If unions are 
desirable (and in principle they are), authoritative and 
responsible organization is better than multiplied irre- 

sponsibility. A war between powerful labor groups 
means more and worse conflicts between employers and 
employes. There will be a rivalry in strikes as well 
as in organization. The more proficient a group is in 
the brutal art of striking the more attractive it will be 
to the unaffiliated laborers it is wooing. The present 
epidemic of strikes will be a church social compared 

with what might follow an internecine war in the ranks 
of labor. Rival groups will vie with each other in ex- 
travagance and absurdity of demands, with the certain 
result that labor organization will be generally discred- 
ited, even by friendly employers; that individual work- 
ers will suffer unendurable losses and capital undergo 
critical discouragement when it sorely needs encour- 
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RECOVERY 
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Events 


agement. The Administration cannot escape a degree 
of responsibility for the misery that impends. It has 
encouraged labor to strike by virtually telling it that 
it can do no wrong and that a lost strike is to be pre- 
ferred before a bulging pay envelope. Just as millions 
have been coddled into mendicancy by sloppy relief, 
other millions are being encouraged in economic revolt, 
with more thought of partisan political gain than of 
genuine social betterment and appeasement. 


~~ 


WHY RAILROAD MEN N a period of less 
TEAR THEIR HAIR than two months 
the Interstate 

Commerce Commission has changed its mind three 
times on the question of permitting the railroads of 
the East to establish a supplementary pick-up and de- 
livery motor truck service. On March 31 the Com- 
mission said “No.” A week or two later, ruling on a 
modified plan, it said “Yes.” On May 25, the day the 
new service was to go into effect, it revoked permission 
and reverted to the position of March 31. The matter 
will be further debated in hearings beginning June 16. 
With the approval of the Commission railroad pick- 
up and delivery service has for some time been in effect 
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in every section of the country except the East. Ap- 
parently there is some mysterious difference in the 
East. Can it be that the difference is the fact that the 
independent motor truckmen of the East are better 
organized and more powerful lobbyists than their 
brethren in the West and South? That is the only dif- 
ference we can think of. 

Strange are the workings of the bureaucratic mind! 
These Commissioners have ordered the Eastern rail- 
roads to go after passenger business by slashing their 
rates to a level below present cost of service—but it 
stops them from going after increased freight business 
by offering a supplementary truck service which it has 
permitted railroads in all other sections to establish. 

If this Alice-in-Wonderland performance makes 
sense, then two plus two equals seven. If railroad man- 
agers at times succumb to a feeling of dejection and 
futility it is no wonder! 


— 


T this season of be- 
ginning let - down 


in industrial pro- 
duction retail trade is showing surprising gains. Store 
volume in the New York City area is reported 15 per 
cent higher than a year ago and in the West and South 
gains are considerably larger. In the Chicago area, for 
example, reports for the latest week show an improve- 
ment of 25 per cent over the volume at this time 
last year. 

More normal spring weather has something to do 
with this showing, but much more significant is the 
fact that the strongest impetus in store trade now is 
coming from goods long in small demand. The public 
is not suddenly buying more clothes, but it is buying 
more recreational goods such as sports equipment and 
cameras. House furnishings also reflect increasing 
demand. 

In short, we have apparently reached a point in the 
cycle of expanding purchasing power at which demand 
for luxury goods is reasserting itself. That is good news 
for merchants, since the profit in such goods is larger 
than in necessities. It is also good news for industry, 
for if retail trade continues to show its present vigor 
the summer slackening in industrial production will 
neither last long nor go far. 

During the second half of this month retail trade 
will be further boosted, for payment of the veterans’ 
bonus on June 15 will send upward of $2,000,000,000 
rolling through the country and it is greatly to be 
doubted that all of this impetus has been anticipated. 
Merchants have been preparing for it. Their recent 
orders for women’s fur coats, for instance, have been 
double those of a year ago. 


LUXURY SPENDING 
BEGINS 


—_ 


N its June financing the 
United States Treasury 
will offer $2,050,000,000 

in new obligations—the largest peacetime Treasury op- 

eration in our history. Only about half of this sum, how- 


NEW HIGH IN 
NATIONAL DEBT 


ever, will represent new borrowing, the balance being 
used to refund present note issues maturing June 15 and 
August 1. The new money raised will increase the 
Treasury's present huge working balance to approxi- 
mately $3,000,000,000, but not for long. The pur- 
pose of building up cash balances is to put the Treasury 
in a position to meet early demand for cash redemption 
of the veterans’ bonus bonds to be distributed on June 
15. While Secretary Morgenthau hopes many veterans 
will keep their bonds as investments, he will be ready 
if the great majority do not. 

Upon completion of this borrowing, the Federal debt 
will be approximately $32,600,000,000, far larger than 
it ever was before even at the peak of our World War 
public borrowing. It can be truthfully said that the 
debt burden is still well within our credit resources 
and that, because of extremely low interest rates, the 
cost of carrying it is lower than was the cost of carrying 
the War debt. Nevertheless that is small comfort. 
After three years of recovery in business and employ- 
ment, the national debt under the New Deal not only 
continues to increase but the rate of increase remains 
virtually unchecked. We haven't even started to put 
on the brakes. 


—— 


NXIOUS to 
adjourn, Con- 
gress struggles 
with a controversial tax program which was “suggested” 
by the President, shaped by the Treasury, rushed 
through by a subservient and uncomprehending House 
of Representatives, only to be completely rewritten by 
the Senate Finance Committee. Whatever happens to 
it on the floor of the Senate, the show-down will take 
place behind scenes in Senate-House conference. There 
Mr. Roosevelt will “turn on the heat” and probably 
get a goodly part of what he wants, which is increased 
Federal control of our economic and financial system. 
Almost every major New Deal policy dovetails with 
this general objective and the several checks received 
at the hands of the Supreme Court have only partly 
stemmed the tide. For the present the New Deal has 
no NRA with which to manage industry. But it is 
managing the monetary system —both currency and 
bank credit. It is managing the stock market and the 
flow of capital into security flotations. It increasingly 
manages the railroads, of course, and seeks to manage 
the utilities. In the Wagner law it manages labor 
relations. In the present tax bill it seeks to manage the 
distribution of corporate earnings. It is not yet man- 
aging the weather or the baseball scores. 


TOWARD GOVERNMENT 
MANAGEMENT 


— 
THE MARKET UR most recent investment 
PROSPECT advice will be found in the 


discussion of the prospec- 
tive trend of the market on page 202. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions, elsewhere in 
this issue. Monday, June 1, 1936. 














200 


BUSINESS, FINANCIAL axd INVESTMENT COUNSELORS }7 ~ 
1907—“Over Twenty Eight Years of Service”>1936 














THE MAGAZINE OF WALL STREET 





fror 
Peo 
con: 
tint 
uall 
ba r 


plac 
It i 
unli 
and 
try 

and 
tryi 
wea 
hav 
dist 
the 
be 

side 
an 

proc 
tion 


is g 
two 
terr 
duc 
and 
to 

of v 
ly t 
dist 
the 
dest 
drei 


emc¢ 
hav 
out 
mat 
vie\ 


Unt 


for 








SS 


ing 
nd 
he 
XI- 
ur’ 
ry 
on 
ne 
NS 


dy 
bt 


an 


ee oe 
N 


OMS YM Ge S&H 


fe") 


ON NU tee PQS et lle SOD 


os A a 


I 











As I See It 





—~ By Charles Benedict 


How To Get It 


HE depression has wrought no greater 

harm than the diversion of public interest 
from the creating of wealth to its distribution. 
People seem to have forgotten that all wealth 
consumed must be replaced, and that a con- 
tinuous drain without new creation will event- 
ually see us going to the larder and finding it 
bare. 

The greatest distribution of wealth has taken 
place during the greatest periods of production. 
It is true that the world is overflowing with 
unlimited wealth, as some people say, like air, 
and ample for any and all requirements—but 
try and grasp it. It takes energy, ingenuity 
and intelligence. While a minority has been 
trying to preserve, rehabilitate and create new 
wealth, the majority 
have concentrated on 
distributing it so that 
the balance threatens to 
be on the distributing 
side instead of at least 
an equilibrium between 
production and distribu- 
tion. 

The tug-of-war that 
is going on between the 
two camps is causing a 
terrific strain on the pro- 
ducers. New methods 
and new ideas of how 
to deplete the sources 
of wealth are continual- 
ly being evolved by the 
distributing camp with 
the thoughtlessness and 
destructiveness of chil- 
dren. 

There are a_ great 
many well-meaning 
emotional people, who 
haven't time to think 
out these dull economic 
matters, who share the 
views of the iconoclasts. 
Unfortunately, these 
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parlor debaters have a wide circle of listeners 
who are affected favorably by the timbre of 
their voices or the color of their eyes. When 
they demand more pay for less production, de- 
struction of surpluses and demolition of wealth 
to facilitate consumption, and at the same time 
complain accusatively of high prices and low 
standards of living—the lack of logic in their 
argument is lost on their listeners. 

But logic is not always necessary if the 
speaker is a silver-tongued orator like the late 
William Jennings Bryan who, cornered in an 
argument about free silver, terminated the 
debate by melodramatically declaring that free 
silver was a matter of the heart rather than 
brain. His present day economic descendants 
go one step further and 
declare that wealth is 
a matter of the heart 
rather than of brain or 
brawn. 

The fact is that under 
our still enduring,and as 
yet imperfect, economy 
it has become practical- 
ly impossible for a man 
of wealth to monopolize 
it. He can not idly 
hoard it, and when he 
spends instead of invest- 
ing, even foolishly and 
extravagantly, he is act- 
ually dividing up with 
his envious neighbors. 

The phrase, “the evils 
of uncontrolled amass- 
ment of wealth in a few 
hands,” is an outworn 
shibboleth, as the dis- 
tribution of wealth has 
been going on steadily 
for many decades. It 
hit a snag in the depres- 
sion, slowing up the nor- 
mal process of natural 

(Please turn to page 258) 
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What’s Ahead for the Market? 


By A. T. Mitier 


HE April low point of stock market reaction is 
now more than a month behind us. Since then 
the irregular pattern has been made up of two 

minor recessions and three minor rallies, the third 
such upturn having been in progress for the past ten 
sessions. The second rally, in mid-May, went further 
than the first. The third rally went further than the 
second. Both recessions during the past four weeks 
have dried up well above the April 
lows, with the second downturn halt- 
ing at a level higher than the pre- 
ceding dip. 

For a month, therefore, the move- 
ment has shown a line of ascending 
tops and bottoms; and while trading 
activity has remained small, it has 
consistently dwindled on recession 
and expanded on rally. Moreover, 
in some groups—notably merchan- 
dising issues, rails and utilities—the 
recovery to date has been of more 
than technical proportions, reflecting 
an encouraging revival of demand, 
both investment and speculative. In- 
deed, a few stocks of prominence 
have reached new highs for the year in the past fort- 
night, including Sears, Roebuck, Beech-Nut, Com- 
mercial Credit, Corn Products and Commercial In- 
vestment Trust. 

All of the above indications support our previously 
expressed conclusion that the April decline repre- 
sented nothing more significant than an intermediate 
reaction in a bull market. They likewise offer con- 
siderable support for the tentative assumption that 
the intermediate readjustment is substantially com- 
plete and that the price level of late April will stand 
as bottom for some time to come. 

Barring any shock in external developments, we 
believe the recent gradual improvement in the price 
structure will be extended over the near future. If 
so, attention will turn increasingly to a test of the 
market's ability or inability to penetrate the previous 
high of the bull movement, which was reached early 
in April. It is much too early for even a guess as to 
the result of such a test, but it is in any event a hope- 
ful change in sentiment which turns speculative in- 
terest from the question of a test of recent lows to that 
of a test of the year’s highs. 

While we are confident that the underlying eco- 
nomic and financial factors continue to support a 
major market recovery and while we are hopeful of 
the short-swing outlook, we feel it necessary to point 
out again that this market's technical habits have been 
vitally changed by the controls exercised by the SEC 
and the Federal Reserve Board, that these controls 
are essentially experimental and that we have not yet 
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had sufficient experience with them to be certain of 
the ultimate results. 

For this reason, speculative commitments should be 
kept to a conservative basis—or let us say, this is 
additional reason why margin dealings should be con- 
servative. The quick conversion of trading accounts 
to a restricted basis is a new development that will 
have to be watched with considerable care in the 
future. Here is a theoretical reform 
which has the effect of discouraging 
margin buying when prices have de- 
clined to a relatively attractive level 
but makes possible additional margin 
buying only when prices have gone 
higher. 

When we add to this restriction 
the restrictions on dealings of floor 
traders, corporate officials and large 
shareholders, it becomes evident that 
controlled speculation — producing 
abnormal thinness in the market 
may readily produce a more danger- 
ous internal situation than the un- 
controlled speculation of old. How 
this would work out in a real bear 
market is somewhat frightening to contemplate—but 
that eventuality is a long time ahead and meanwhile 
the increasing doubt as to the longer wisdom of some 
of the present artificial restraints, especially as regards 
margins, may well lead to their modification. 

Outside of the market the two things being most 
closely watched are the pending tax bill and the posi- 
tion of the French franc. For the past fortnight the 
disposition of the market has been to hope for the best 
while awaiting the outcome. As this is written, it 
appears likely that the Senate will adopt the tax bill 
as virtually completely rewritten by the Senate Fi- 
nance Committee, despite strong pressure from the 
White House for a bill approximating that hastily put 
through the House of Representatives and imposing 
punitive taxes on undistributed corporate earnings. 

As a practical matter, however, the final bill will 
have to be worked out in conference between Senate 
and House conferees in secret session and in that set- 
ting Administration pressure again will be renewed 
for the House version. The outcome—whether stale- 
mate, a generally moderate bill or a punitive “reform” 
bill—is anyone’s guess. Although the market has 
shown no worry about it recently, at the present im- 
proved price level a bill regarded by business men as 
unsatisfactory could easily dampen speculative and 
investment confidence. 

As this is written the new Socialistic French Gov- 
ernment is on the point of taking the reins and an out- 
break of strikes in the metal industries and armament 
plants near Paris constitute notice that the Com- 
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We expect further moderate recovery for the near term, but un- 


certainty centering in the new tax bill and in the position of the 
French franc necessitates a conservative speculative policy. With 
the economic and financial fundamentals unchanged, no altera- 


tion in investment policy is advisable. 


munist Party intends to take an active hand in in- 
fluencing the policy of the Blum Government. The 
flight of gold from Paris has continued, though not at 
any great rate; and there appears to be increasing 
French recognition of the inevitability of franc re- 
valuation. This development, however, has hung fire 
for a long time and even now may still be a matter of 
weeks, rather than days. We have previously ex- 
pressed the opinion that it could have no more than 
temporary adverse effect upon our stock market. 
Nevertheless it will have to be taken into account in 
the short-term speculative outlook, especially should it 
come when the market has had a substantial rally and 
especially should it happen to coincide with adoption 
of a distasteful tax bill at Washington. 

Meanwhile the business reports testify to the great 
vitality of our underlying economic recovery, even 
though we appear to be close to the seasonal peak for 
the second quarter—a peak that will inevitably be 
followed by some recession. With retail trade show- 
ing a continuing strong tone, it has been the consensus 
of business opinion that summer recession would be 
moderate and that renewed advance will get started 
within the third quarter. 

We believe this forecast is still valid, but it must 
be observed that a new and artificial element has en- 
tered the picture in the announcement of substantially 
higher steel prices on third quarter business. The ef- 
fect of this can only be to bring in considerable buy- 


ing during the remaining weeks of June, buying rep- 
resenting forward stocking in excess of immediate 
consuming needs. Conversely, this movement will 
necessarily be followed by an abrupt drop in steel 
orders in July. Since steel operations weigh heavily 
in almost all business indexes we have here a factor 
tending artificially to lift aggregate second quarter 
activity and to depress third-quarter activity. 

On the other hand, the special stimulus of the dis- 
tribution of the soldiers’ bonus a fortnight hence, 
continued gradual expansion in construction, enlarged 
spending by the railroads for rolling stock and track 
accessories and further moderate gains in cash farm 
income are strong supporting factors. The third 
quarter likewise will see active preparation for the 
1937 model automobiles, contributing to machine tool 
activity even as the output of 1936 cars tapers off. 

That money market factors still favor higher equity 
prices is indicated in an active renewal of corporate 
financing, following the recent period of digestion, 
and continued strength in the high grade section of 
the bond market. 

On the sustaining side also is the certainty that the 
second quarter earnings reports will make an even 
better showing than the generally excellent state- 
ments for the first quarter. On this subject of cor- 
porate earning power in its relation to stock prices 
we will in our next issue present a study of command- 
ing interest. 
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Happening in Washington 


By E. K. T. 








National major party 
nominating conventions are in 
reverse of logical order; Demo- 
cratic convention, as the cur- 
rent holder of power and de- 
fender of its entrenched posi- 
tion, should have met first. Re- 
publicans, coming first, will not 
know precisely what their at- 
tack is leveled at. They know 
the record of the Administra- 
tion but not its proclaimed 
future. They console them- 
selves by saying that it will no 
more be possible to judge fu- 
ture performance of the Ad- 
ministration by this year’s plat- 
form than it was possible to 
infer from the Dem. 1932 plat- 
form that it was to be inter- 
preted in reverse. 


peal. 
adverse odds. 


times. 


Republican platform, 
however, will be more momen- 
tous on its affirmative than on 
its oppositive side. It requires 
positive declarations of  in- 
tended policy. It must pri- 
marily reflect the views of the 
16,000,000 voters who stood 
by Hoover in 1932; they are 
the indispensable foundation of 


Republicans. 


last hour rush. 


Washington Sees— 
Landon on the third ballot—not a glamorous 
candidate, but suited to the times. 
Easterner for vice-president. 
Platform that will not blur issues, except... 


Republicans perking up, despite five to four 
Democrats, counting on forward march of good 


Discouraging speculative activities. 
Fear of stock market boom. 


Tax and relief measures probably out of way 
in time for adjournment June 6; 


Otherwise recess of Congress to accommodate 
Patman bill, largely denatured, sure to survive 
No chance for Guffey law substitute. 


Labor insisting on reward of merit for stopping 
Lemke’s inflation drive. 


nominee of strong popular per- 
sonal appeal. It will wobble 
on agrarian policy — seeking 
to promise more to the farmers 
than they have been getting 
under the New Deal, but in 
ways less fantastic than giving 
benefits for inaction and de- 
struction. 


Ambiguity on agricultural restoration, 
But attractively dressed up for popular ap- 


The candidates: To say 
that Landon, who will be the 
nominee for the Presidency 
(on the third ballot), has not 
enough glamour, is not, how- 
ever, to say that he will not be 
a strong candidate. Beer is 
often preferable to champagne. 
There is a certain amount of 
reaction against Roosevelt be- 
cause the public are surfeited 
with his personableness. Some 
lean away from him because 
he is so attractive; some feel 
that they were won to heresy 
by an agreeable radio voice, an 
exceptional career and a strong 
individuality. They are ripe 
to oppose Roosevelt for no bet- 
ter reason than that he won 
them so easily. They have be- 
come suspicious of his superi- 





whatever prospects of success a = 





—— orities; they have acquired an 





the Republicans may have. It 
will not alienate the millions 
of traditional Democrats who now find that their 1932 
platform is almost diametrically opposed to the New Deal's 
performance, and are rationally, voters without a party. 
Hence it is important that the platform be national in its 
declarations rather than narrowly Republican. There is 
little difference on the vital issues of today between the 
traditional Democrats and the loyal Republicans. The 
line of demarcation between the New Deal and the Re- 
publication position will be sharp. There will be no sug- 
gestion of an appeal to the extreme New Dealers, what- 
ever their former party attachment. There is no need 
of cajoling the Republicans who voted for Roosevelt in 
1932; they are lost forever or else have come to regret their 
choice. The latter need only assurance that if they vote 
against Rooseveltism they will not be voting only for a poor 
imitation of it. At the same time the platform will convey 
the impression that while the Republican party leans to the 
right it does not stand for mere ancestor worship and 
apotheosis of all that was, any more than that it is for all 
that is. The platform will be made especially appealing to 
all who are or are almost persuaded to oppose Roosevelt, 
because there is no likelihood of selection of a Presidential 
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inferiority complex and will 
simulate superiority by elevat- 
ing a sound-thinking, dependable average able man of 
business. 


Roosevelt won in 1932 partly because he was rather 
disliked by the practical politicians. Noble souls were in- 
clined to him as the idealistic champion of the better age to 
come. He will probably win this year because of the prac- 
tical politicians of the Democratic tag. They promise to 
hold more votes for him, by far, than their realism will 
alienate. The more ethereal idealists now find Roosevelt 
practical to the point of disgust and moral revolt, and their 
ethical principles have routed their visions of Altruria. 
The degradation of the civil service and the corruption of 
the electorate by doles and jobs remind them that the State 
does not flourish by prosperous trade alone. . . . The liability 
of a $36,000,000,000 debt may be overtowered by a ruinous 
moral loss. 


Borah will get what he wants in the platform—and may 
dramatize a twelfth-hour decision to remain in the Repub- 
lican ranks. On the eve of departure for Cleveland the 
Republican leaders in Congress were not only ready to con- 
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cede, but rather to insist on the strongest sort of declara- 
tions against monopoly and business domination. In fact, 
they had come to the conclusion that therein lay the best 
chance to assert genuine liberalism against the planned 
economy tyranny of Roosevelt, which produced N R A, 
with all its price fixing, high prices and relatively reduced 
purchasing power. Economic liberty, they will maintain, 
is more a matter of fair rules to insure free business con- 
test than it is of confiscation of wealth. Republicanism will 
be set forth as the way of freedom in business under law, 
as against the New Deal conception of equality under 
regimentation. The first anti-trust law came from the Re- 
publican party; the Democrats created the Federal Trade 
Commission as an agency for the administration of the idea 
of competition under fair trade rules, then subordinated it 
to the fascism of NRA, and have left wide open to the 
Republicans a grand stand play to the commercial masses. 


Nominee for the Vice-Presidency will likely be an 
Eastern man—probably a New Yorker if one can be found 
who is not tainted with too much wealth or aristocratic asso- 
ciation or sympathies. Reps. Snell, Wadsworth and Ham 
Fish possibly eligible, and Ogden Mills is out. But Vander- 
berg (who doesn’t want it) or Knox may get the Vice-Presi- 
dency entry as a consolation prize. Some talk of President 
Glenn Frank of University of Wisconsin, as a personal dem- 
onstration that Republican party is forward looking and not 
withou: intellectual interests. 


Sharp platform battle will be fought around the an- 
tique tariff question. A determined effort will be made by 
the Peek political agriculturists to persuade the convention 
to stand by the historic Republican doctrine of protection 
to the point of exclusion and even to denunciation of the 
Hull generalized reciprocity principle. 

Strong support 
will come from 
certain manufac- 
turing interests— 
opposition from 
others. Japanese 
commercial inva- 
sion will be held 
up as horrible ex- 
ample of the con- 
sequences of low- 
ering the tariff 
walls. 


Five -to- four in 
favor of Roosevelt 
were the odds the Re- 
publican captains con- 
ceded in private con- 
versation as they 
swarmed from Wash- 
ington to Cleveland, 
but confident that the 
President has passed 
his second peak of 
popularity and will 
have to contend from 
now on with reaction 
from the accumu- 
lated forces of political disapprobation and even bitterness. 


Acme Photo 


__ Father Coughlin’s out-and-out turning against the Pres- 
ident is cited as an illustration of how the abnormal political 
influences of recent years may possibly ricochet to Landon’s 
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Convention Hall at Cleveland where Republicans will choose 
their candidate. 


If the Senate rebels against the surprise plan of the 
President to discourage prudent corporation management by 
heavy taxation of undistributed profits finally win or effect 
a substantial compromise, you may take it as a barometer 
reading that forecasts a turn toward conservatism on the 
part of public opinion. 

Foreseeing otherwise assured progress of natural re- 
covery, some Democratic members of the Finance Com- 
mittee see possibilities of legislative retardation, if not a 
setback, if more uneconomic taxation is imposed. They 
fear that a tax on withheld profits may be converted in 
Operation into a tax on prosperity. 


Collision of plan to adjourn Congress before the 
Republican convention with the upset of Presidential will 
in the Finance committee has muddied the waters so that as 
this is written rational forecasts on remaining legislation are 
dificult. Labor support saved the Administration from the 
threat of currency inflation embodied in the Frazier-Lemke 
bill. President regards this support as practical expression 
of a gratitude for what he has done for organized labor, 
whereas labor leaders regard it as a demand draft for the 
limited work week or something “equally good” and un- 
constitutional. 


Conditional prediction: If Congress should recess 
for three days on account of the Republican convention; 
ship subsidy, commodity exchange, Wagner housing, Ellen- 
bogen textile, flood control and anti-price discrimination 
bills will become law. War profits abolition—no chance. 
Farm tenancy corporation bill may swing through to meet 
resentment caused by rebuff given to Tugwell’s resettlement 
plans in relief appropriations, which practically stops his 
rural reconstruction projects in their tracks. What is left 
to him appears to be little more than the rural rehabilitation 
work which he in- 
herited from the dole 
period of relief as a 
natural attachment of 
rural resettlement. 


Some consolation 
for Tugwell is shift 
of power of allocation 
of relief funds from 
Hopkins to the Presi- 
dent, but not much. 
It simply means that 
Congress is getting 
wholesomely gun-shy 
about bumping 
against the Constitu- 
tion. WPA has no 
statutory foundation. 
It’s just one of one of 
the Administrative 
creatures that have 
been accepted as or- 
ganic. Alva Adams, 
chairman of Senate 
Appropriations — sub- 
committee, credited 
with cold courage for 
rebuffing Hopkins 
and restraining Tugwell. Adams is a partisan with brakes. 

After Guffey act fiasco in the face of all red lights, Con- 
gress will try to turn on the green lights in all future legis- 
lation. Guffey’s new bill, duly conformed to the Constitu- 
tion, will not get through the final adjournment jam. 

(Please turn to page 258) 
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usiness Struggles With Changing 
Price [rends 


Conflicting Tendencies Are Evident as Price Cutting and 


Attempted Governmental Regulation Make Themselves Felt 


By Joun D. C. WELpon 


HE question that is asked the greatest number of 

times every day by the greatest number of people is: 

“What is the price?” Upon the answer countless 
millions of transactions depend as buyer and seller negotiate 
or fail to negotiate a sale. This is the business of America 
—and of the world—and price is its great common de- 
nominator. 

Price may increase effective demand and therefore stimu- 
late business or price may restrict effective demand and 
hence retard business. Price, even if it brings a sale into 
being, may spell profit or loss for the seller. Everything 
that enters into trade has its own indvidual price, made 
both by individual and general economic forces—and the 
things that enter into trade are legion. At almost any time 
some prices are moving in a direction opposite to other 
prices. When more prices are advancing than are declining 
we say the price “trend” is upward. The United States 
Labor Department helps us keep a rough idea of these cease- 
less fluctuations by means of a weekly index made up of 
some hundreds of selected items. 

Price is just about as simple as the economic system— 
which is to say that it is not simple at all. No subject, in 
fact, is more complex, more controversial, more shot through 
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with contradiction. Let us remember that as we attempt— 
in this article—to discuss the present “price situation” and 
the price outlook. 

The composite index of the Bureau of Labor Statistics 
stands now at approximately 79 per cent of the 1926 
average. It has been gradually declining for many weeks 
and is 1.2 per cent lower than a year ago. In fact, it is 
about where it stood at the beginning of 1935 before the 
broad and sustained business advance of the past year had 
begun. Moreover, the greater part of this average decline 
has been caused by recession in the prices of agricultural 
products and foods. The latter movement reflects generally 
larger agricultural production or expectation of such en- 
larged production. 

Prior to the present period, the price trend for a year 
back had been characterized by marked stability in finished 
goods, raw materials and farm products—on the average— 
and also by nearly complete correction of the trade-stifling 
price disparities which had reached their worst early in 
1933 when the index of farm prices was some 7 points 
under that of raw materials, the raw materials index about 
7 points under that of semi-manufactures, and the semi- 
manufactures price index about 10 points under that of 
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fnished goods. Never had price disparities been greater. 

Following 1933 the most significant price development 
was not gradual further advance in all major groups, but 
progressive narrowing of the group disparities, with the 
result that by the close of 1934 the maximum spread in 
the indexes of the above four groups had been reduced to 
less than 10 points between the highest group and the lowest 
group, as against a spread of about 25 points at the bottom 
of the depression. By the autumn of 1935 this spread had 
been still further narrowed to a maximum of about 7 points 
between the highest group and the lowest, with the resultant 
price relationships remarkably close to those prevailing in 
the base year 1926. 


Disparities Again Widen 


At the present time the tendency is for a slight widening 
of disparities, brought about by the circumstance that farm 
prices and prices of raw materials have tended in recent 
weeks to recede somewhat faster than prices of finished 
goods and semi-manufactures. The most important relation- 
ship, however, is that between farm prices and prices of 
finished goods. The former, despite weeks of reaction, still 
stands at approximately 77 per cent of the 1926 average 
and finished goods, also in slight reaction, are at approxi- 
mately 81 per cent of the 1926 average, so that the spread 
is only 4 points. 

Unless there is a much larger decline in farm prices over 
coming months, it is to be doubted that this disparity will 
be increased sufficiently to be a retarding business factor. 
Necessarily, any forecast on this point must be highly con- 
jectural, since the outcome will depend upon the weather 
as affecting the size of crops, the factor of demand as largely 
shaped by urban purchasing power and the artificialities of 
actual or potential governmental invention in the farm price 
trend through partial crop control, the secret operations of 
the Commodity Credit Corporation and so on. 

We nevertheless venture the prediction that no major 
decline in farm prices is likely and that the combination of 
larger crops at moderately lower prices will produce a cash 
farm income larger than that in 1935, even excluding the 
Federal soil erosion payments and the temporary windfall 
of the soldiers’ bonus, about a 





cific Coast states for only one month to six weeks in advance 
and in Canada for an average of one month in advance. 
Here we have no semblance of abnormal inventory accumu- 
lation such as was the general policy early in 1933. 

Department store inventories, as shown by the latest 
statistics of the Federal Reserve Board, are moderately 
lower than a year ago, although the dollar volume of depart- 
ment store trade on a national average is running 10 to 
15 per cent higher than a year ago. Larger trade and smaller 
inventories suggest a cautious attitude toward the price 
trend of the second half year on the part of merchants. 

For another indication, there is the midsummer “flyer” 
just issued by Sears, Roebuck & Co., the largest merchandis- 
ing enterprise in the country. The policy of this company 
not only reflects an expert judgment of the price outlook 
for finished goods but, because of the size of the company’s 
operations, is even capable of exerting competitive pressure 
on merchandising prices generally. The 7,500 odd items 
offered in their summer junior catalog average 12.34 per 
cent lower in price than the prices in the spring catalog 
prepared late last year. 


No Inflationary Rise Indicated 


It is true that this company’s summer “flyer” always 
carries lower prices than the earlier general catalog. It is 
also true that a special sales drive is being made this year, 
which is the company’s fiftieth anniversary. The price 
reductions, however, are larger this year than was the case 
last year and are also larger than the average decrease over 
a number of years. If there is to be a substantial increase 
in prices of finished goods this year, the biggest merchant in 
the country is wrong. We rather doubt it. 

So far as concerns the general price trend, the sustaining 
forces are gradually expanding consumption demand, re- 
flecting economic recovery and increasing purchasing power; 
a fairly close balance between current production and cur- 
rent demand; a substantial reduction in the aggregate of 
surplus stocks of raw materials both in this country and for 
the world; large building of armaments by all major coun- 
tries; partial governmental control of agricultural prices; 
large scale governmental relief spending in this country; 

higher taxation and _ higher 
















































































fourth of which will go to operating costs, which either 
farmer veterans. \W S | force some manufacturers to 
Despite widely publicized ORLD STOCKS OF | raise their prices or, to their 
forecasts of an_ inflationary LEADING COMMODITIES | way of thinking, justify such 
price rise during the second em advances; and, finally, the 
half of the year, the present wet monetary factors of abnormally 
evidence suggests that the eo ‘ low interest rates and lurking 
trend of finished goods prices, ~<a | uncertainty as to the ultimate 
on the average, is more likely as | gold value of almost every 
to be stable or mildly reaction- we | important currency. 
ary in coming months than we ; | On the restraining side is 
to be significantly upward. s30t_ the fact that while surplus 
Among industrial and com- Sa stocks in the aggregate have 
mercial purchasing agents— 110 been reduced, they are still 
who do some $20,000,000,000 “oe ample and in some instances 
of buying a year—the present aa still much larger than in 1929; 
policy is one of caution. o productive capacity in finished 
According to G. A. Renard, P goods on the whole is larger 
secretary of the National As- “a and more efhcient than ever 
sociation of Purchasing Agents, “a before; aggregate industrial ac- 
these business buyers in the “ tivity, while improving, is still 
East are covering requirements A in a depression zone; public 
for an average of two to four os purchasing power, while also 
months in advance, in the wt _ AG enlarged, is still sub-normal 
Middle West from one to _Z LA KZ AZ Le and buyer resistance is capable 
three months in advance, in I LEAD COPPER WHEAT RUBBER SUGAR COTTON of checking any unwarranted 
the Rocky Mountain and Pa- run-up in prices of finished 
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goods; the reciprocal trade agree- 
ments, which lower the general 
tariff wall; and, finally, while the 
Government's general attitude to- 
ward the price trend remains both 
confused and contradictory, it ap- 90 
pears to lean at present toward 
enforcing the anti-trust laws, mak- 
ing for sharpened competition in 
industrial prices. 

On balance these general forces 
in our opinion indicate no major 
near-term change in the present 
price trend. Of them all, the fac- 
tor of expanding demand appears 
to be the most important and by 
all the present evidence this will 
be a strong sustaining influence at 
least through the third quarter of 
the year, for renewed business ad- 50 
vance is likely to get under way ; 
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excellent improvement and is at a 
record high in this country. For 
the latter reason, recent moderate 
reaction in the previous upward 
trend of this commodity is not 
likely to assume serious propor: 
tions. The control scheme will not 
have its real test until prices are 
somewhat higher than now prevail. 

World stocks of sugar have been 
reduced each year since 1931 and 
gradual annual expansion in con- 
sumption, reflecting population 
growth and, at present, economic 
recovery and resultant increased 
public purchasing power, is the 
strongest point in the outlook for 
the rest of the year. Price firm- 
ness or moderate further advance 
is expected. 

World stocks of cotton at the 
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within that period. 

In many basic commodities today 
production and price are subject to more or less manage- 
ment, whether by governmental manipulation or by private 
agreement either open—as in the case of rubber and tin 
production—or tacit, as in certain others. In such com- 
modities, large surplus stocks will not necessarily preclude 
price firmness or moderate advance—provided there is ex- 
panding demand. Lead is a case in point. Stocks are huge. 
The price is not yet what producers would like to see it 
but at 4.60 cents a pound it is at 88 per cent of its average 
price over a ten-year period and this price compares with a 
depresion low of 2.65 cents a pound. Plainly, surplus 
stocks have little to do with this price, for our domestic 
stocks today are nearly three times what they were in 1932 
when the price was on bottom! 

In copper world stocks have been reduced to less than 
300,000 short tons, as compared with 450,769 in 1929 and 
the depression high of 594,047 in 1932. Potential produc- 
tion, however, is enormous and exerts a restraining influence 
since the larger world interests well know that an over-fast 
rise would bring out a flood of both new and secondary 
metal sufficient to break down any curtailment program. 
With demand rising, however, the prospect is for price 
firmness, even moderate further advance. 

World stocks of wheat at the close of the crop year were 
176 per cent of the 
1929 level and—more 


close of the crop year last summer 
were, including carryover, 136 per 
cent of the 1929 figure. It is too early for confident fore- 
cast of this year’s crop yield and its influence upon the 
price. Consumption, however, is showing strong improve- 
ment and our exports have increased substantially since the 
Government modified its former uneconomic loaning policy. 
Sales of cotton held by the Commodity Credit Corporation 
have proceeded at a rate faster than had been thought 
possible. This is a healthy development, since liquidation 
of Government holdings will eliminate one highly artificial 
element in the picture and give greater confidence to the 
private market. Similar effect is to be expected from the 
continuing liquidation of the Government’s holdings of 
hides acquired through drouth relief loans. 

The cross currents in the general price trend are many. 
In the steel industry during the first quarter of this year 
price cutting, especially in sheet steels used by the auto- 
mobile industry, resulted in unsatisfactory earnings for the 
majority of manufacturers. Now, however, under the 
leadership of a United States Steel subsidiary, comes an- 
nouncement of a mark-up in many steel products on third 
quarter business. Between these contrasting steel price 
developments there has been no material variation in trend 
either of demand or supply. The problem is essentially a 
competitive one, without much relation to the general price 
trend. On the one 
hand the industry is 








vital to the immediate 
price trend—current 
production, especially 
in Europe, is expected 
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trying to appease 
labor with vacation 
pay and other con 
cessions which cost 
money, and it is faced 
with increasing taxa’ 
tion —though it is 
perhaps a bit prema- 
ture in passing along 
the costs of Social Se- 
curity taxes which do 
not yet constitute any 
serious burden. On 
the other hand, higher 
prices certainly are 
not in the interest of 
stimulating volume in 
an industry whose 
profits depend mainly 
(Please turn to 
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Are Higher Taxes Necessary? 


Return to Normal Business Volume 


Would Provide Enough Revenue Even 


for 


Continued Profligate Spending 


By J. M. WuiTNngy 





HE billions are rolling out of Washington. The na- 
tional debt climbs higher and higher. Some day we or 
our children will have to pay the bill. That can only 

mean a crushing burden of taxation for years to come. 
The showdown is merely being deferred until after the 
dection. Then, whoever wins, the taxpayer will lose. 
Income taxes will have to be raised and exemptions will 
have to be lowered. 

Does the above sound familiar? It is a gloomy warning 
that has been sounded by many sincere men, in and out 
of public life. Like these men and everyone else, we do 
not like taxation. Like them, we can not justify wasteful 
political spending. Like them, we favor the principle of 
broadening the base of personal income taxation in the 
belief that such reform would place a necessary governing 
wheel or safety valve on our political mechanism. 

Nevertheless there is no valid reason why one should 
not take a sane view of the taxation prospect. The fact 
is that our present taxes, though less on a per capita basis 
than in any other major industrial nation, are burdensome 
only because they are being paid out of a depressed national 
income. Moreover, there will be no need for any substan- 
tial increase in our rates of taxation if and when the 
national income recovers to normal. 

It is not commonly realized how low our Federal tax 
rates were in 1929 and how greatly the rates have been 
lifted in successive changes since that year. For the pres- 
ent fiscal year, endng June 30, the Federal revenues, omit- 
ting A A A taxes, probably will approximate $3,466,000,- 
000. That is what present Federal taxes extract out of a 
tational income of less than $60,000,000,000 a year. It is 
very close to what the 1929 Federal taxes extracted out of 
a National income of $90,000,000,000. It follows, there- 
lore, that the present Federal taxes, imposed on a $90,- 
000,000,000 national income, would produce a veritable 
food of money. 

In the charts accompanying this article we assume an 
eventual recovery of 1929 economic activity and we esti- 
mate what the present major Federal taxes would yield 
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ESTIMATED YIELD FROM PRESENT TAX RATES 
ON FULL BUSINESS RECOVERY (BASIS 1929) 


under such conditions. The 
conclusion is that the total 
yield would be at least $8,- 
000,000,000 a year. 

Federal expenditures for the 
present fiscal year are esti- 
mated at approximately $7,- 
093,000,000, excluding debt 
retirement and the payment of 
the soldiers’ bonus, which we 
can assume is a non-recurring 
item. The figure includes re- 
lief expenditures of about 
$2,869,000,000. Even if ex- 
penditures continued at the 
present rate, full recovery 
would balance the budget and 
leave a margin of nearly $1,- 
000,000,000 a year for debt 
retirement. 

Obviously, however, relief 
expenditures can not continue 
at the rate of $2,- 


869,000,000 a year corporATION 
INCOME TAX 
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How to Secure a Regular Monthly 
Income from Investments 


Proper Selection Combines Safety, Diversity, Even 


Income and Possibilities of Enhancement of Principal 


By J. C. C1iiFForp 


WO hundred dollars a month—and without benefit 
of Dr. Townsend. Well, why not: why shouldn’t 
an investment income be almost as steady as a salary? 
The first consideration, of course, in true investment is 


Having selected one’s stocks and bonds, however, with 
due regard for every hazard, it is often desirable to give 
consideration to the balance of income throughout the year, 
So many arrange their investments that their existence is 





a “prince to pauper” affair. In January and July usually 
they feel rich, spend more than they should and, as a result, 
are looking for an advance before long in order to pay 
necessary obligations. 

Yet, it is not difficult to iron out a roller-coaster income; 
for there is some security paying interest and dividends 
every working day of the year. This is a phenomenon of 
which advantage can be taken. Should an investor be hold. 
ing a large block of high-grade railroad bonds, paying in 
terest in January and July, undoubtedly he can find bonds 
just as good, yielding as much, but whose interest coupons 


safety. This must be suited to the individual’s needs, his 
age, his position, his family. It must take into consider- 
ation his other resources, while attention must be paid not 
only to the risks inherent in all securities, but to monetary 
possibilities which might unfavorably affect the purchasing 
power of all fixed income. For almost everyone this means 
a diversified list of bonds and common stocks—bonds for 
the safety of money income and stocks for the larger money 
income they are likely to afford in a period of rising prices 
such as would unfavorably affect the purchasing power of 
an income derived solely from bonds. 
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BONDS 
Current “Total Current Call 
Numbers Quantity Price Investment Income Yield % Price Company 
1 4M 110 $4,400 $160.00 3.6 N.C. Allegheny Valley Ry. Gen. 1st 4s, 1942............... 00s eeeeees 
2 3M 107 3,210 105.00 3.3 165 Chic., Burlington & Quincy Ill. Div. 314s, 1949............-sse0e: 
8 3M 108 3,240 105.00 3.2 10714* Illinois Bell Telephone ist & Ref. 344s, 1970................ +++ 
4 3M 104 3,120 112.50 3.6 105* Inland Steel 1st 324s, 1961 ren) vee 
5 4M 104 4,160 140.00 3.4 nx. Lake Shore & Michigan Southern ist 314s, 1997...............4: 
6 2M 89 1,780 100.00 5.6 106* National Power & Light Deb. 5, 2030................... so segaes 
PREFERRED STOCKS 
7 20 shs. 113 2,260 100.00 4.4 N.C. Bessey Checolante Harts. (Bf). «0. oss ce ccs cewceccrcess weceees 
8 20 shs. 152 3,040 140.00 4.6 N.C. TE aaa ene ere z ves 
9 20 shs. 106 2,120 100.00 4.7 N.C. Public Service Corp. of N. J. $5 
COMMON STOCKS 
10 20 shs. 160 ___ 8,200 180.00 5.6 American Telephone & Telegraph (9)...............--+-eeesut 
11 30 shs. 88 2,640 150.00 5.7 Beech-Nut Packing (Gf) ...........--.cssesscccseseresessssses 
12 50 shs. 74 3,700 150.00 4.1 BOONE Wi GETIOT UO) a os 0 so on 5 0 0's 010 .0 010 00 0 0.0'0'0'0.4.4'0 0.49919 04 00 0 9 sO SOe 
13 75 shs. 54 4,050 300.00 7.4 eo Oar ree salon aio oo esees 
14 _—«40 chs. 142 5,680 144.00 2.5 ST ae PR 
15 100 shs. 46 4,600 120.00 2.6 International Nickel of Canada (1.20) rieaies 
16 50 shs. 50 2,500 120.00 4.8 NENG MIMIARRIIR RUBIO) 6 5.655 vein 6 619.555 ons 0 9:0: bin 9 5 10's 05016 6.015.002 
17 50 shs. 84 4,200 120.00 2.9 Union Carbide & Carbon (8:40)... . 2.2.0. cscecscees 
18 40 shs. 116 4,640 120.00 2.6 Westinghouse Electric & Mfg. (8)................00ceeceeeeeeet 
Totals $62,540 $2466.50 








t Including usual extras. t Not including extras. * Callable at gradually decreasing prices. 
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fll due, say, in March and September. A switch can be 
yranged and the income curve flattened out without any 
gerifice in the annual amount received. The same may be 
jone with the holdings of better grade preferred stocks 
ad to some extent with the common stocks. 

Common stocks, because of their greater investment indi- 
yduality, do not lend themselves to switches for the pur- 
pose of spreading income as well as other securities. A 
noment’s thought will show that this is so: where, for 
aample, could one find another American Telephone & 
Telegraph Co., if the dates on which this particular com- 
nny made its dividend distributions did not suit? The 
‘ain fact of the matter is that one couldn’t. There are, 
‘owever, a number of instances where there are two or 
nore similar companies in the same field and, if the out- 
ok for the industry as a whole is satisfactory, they are 
ill likely to do about as well as one another. Such a group- 
mg would include American Can and Continental Can, 
\ational Biscuit and Loose-Wiles Biscuit, Corn Products 
Reining and Penick & Ford. Also, it is very often pos- 
ible to compare the investment quality of one electrical 
public utility with a number of others and the investment 
wality of one railroad with a number of others. Thus, 
while it is admittedly easier to select one’s list of common 
tocks with regard to their yield and potentialities and then 
kvel out one’s income through changes in the holdings of 
enior securities, it is nevertheless possible at times to make 
idvantageous changes in the list of stocks. 


No Unbalance in Portfolio 


That it is possible to obtain an even monthly income 
without any sacrifice of diversity or marketability and with- 
wt its resulting in a freakish, unbalanced portfolio can be 
ven from the table below. Here, the holdings are nicely 











talanced between bonds, preferred stocks and common 
tocks. The majority of the bonds are of the best and are 
liversified as to industry and locality. Taken as a whole, 
the preferred stocks grade better than “sound.” The list of 
common stocks, while selected with due regard for the re- 


quirements of one needing income, nevertheless are far 
from devoid of dynamic possibilities. As a whole, the stocks 
can be counted on to reflect both in their price and in the 
higher dividends of the future, the materialization of the 
general belief that business is to become still better. The 
portfolio is one of which no man need feel ashamed. 


A $200-A-Month Plan 


At the same time, it will be seen from the right half of 
the table that the monthly income is extremely even. In 
no month would a holder of these securities expect to re- 
ceive less than $196 and in only one month is his income 
as much as $231—it is about as regular as would be the 
case under the Townsend $200-a-month plan and much 
more certain of being received. The actual average is $205 
a month and the total yearly income $2,466.50, not taking 
into consideration all the extra dividends that would likely 
be received. This is a return of almost exactly 4 per cent 
on a total investment of $62,500—a return which must be 
considered reasonable in the light of the extremely low 
money rates that currently prevail and the generally high 
caliber of the securities in this particular list. 

While the illustration given shows a balanced income 
throughout the year, the same system also could be em- 
ployed to obtain a deliberately unbalanced income. This 
would differ from haphazard unbalance in that the larger 
monthly income would be received in the months in which 
the recipient had the largest disbursements to make. For 
example, expenses are usually heaviest around Christmas 
time and in March and April when income taxes fall due, 
property tax bills are rendered and when the householder 
has to think about spring painting and general renovation. 
This being the case it is just as easy to arrange one’s invest- 
ments to bring in more income when it is most needed as 
it is to arrange for a steady monthly income. 

In the table on the following page will be found three 
lists of bonds, preferred stocks and common stocks. The 
months in which they pay interest and dividends is marked 
in each case with an “X.” Although disbursements made 































































































Income from a Diversified Portfoli 
olio 
Jan, Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dec. Numbers 
ae 80.00 es Se re Sak 80.00 1 
2.50 Biss 62.50 Re aay 2 
ae eh 52.60 vee 52.50 3 
56.25 eee 56.25 age 4 
se ans 70.00 eae 70.00 
ee 50.00 ie e 50.00 Susie 
40.00 ae 20.00 ae 20.00 ae 20.00 Oey: 

: 35.00 35.00 Te 35.00 35.00 8 
Pir 25.00 25.00 25.00 25.00 9 
45.00 45.00 45.00 45.00 Tap ee 10 
17.50 37.50 37.50 37.50 ee hee 11 
17.60 RR 37.50 feo 37.50 aoe 37.50 Bae 12 
; 75.00 Sie 75.00 eee, 75.00 ee 75.00 13 

RR 36.00 36.00 36.00 ie 3600 +=«14 
tees 30.00 ae 30.00 Bae 30.00 Aare 30.00 165 
vs 30.00 ae 30.00 ae ae 30.00 ae 30.00 16 
40.00 Wee 39.00 ce 30.00 re 30.00 cae ce 17 
ss 30.00 iS se 30.00 ah ae 30.00 ner cae 30.00 ee is 
2.50 231.25 206.00 202.50 205.00 196.00 202.50 211.25 296.00 202.59 205.00 196.00 
Average monthly income $205. Total income $2,466.50. Per cent return on investment of $62,540, 4%. | 
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on the thirty-first of one month and the first of the follow- securities. Some will find their needs met by including 
ing month appear wide apart on the table when they are _ only the best; tables made by others will contain predomi. 
virtually paid at the same time, it is believed that the tables nantly securities that are speculative. While ‘we, on the 
will aid in obtaining one’s income when it is needed. At whole, have stayed within the “upper crust, it should be 
the same time, it must be realized that what has been done realized that there is a considerable difference in invest. 
is merely by way of illustration; the individual may make | ment merit between the various securities in Our com 
up his own schedules and give himself a broader choice of _pilations. 


























































































































































































































































































































































































































































AR tati ist tment Securities with the 
epresentative List of Investment Se 
. . be 
Months of Dividend or Interest Payment Indicated 
Bonds es 
~~ Company Jan. Feb. Mar. |_April May June | July Aug. Sept.| Oct. Nov. Dec. 
Allegheny Valley Ry. Gen. ist 4s, 1942............... ee x 
Anaconda Copper Deb. 4s, 1950................... x x 
Armour of Delaware ist 4s, 1955.................... x — x 
Atchison Topeka & Sta. Fe Gen. 4s, 1995............. ees x x 
Atlantic Coast Line 1st 4s, 1952..................... x 2 oS x 
Chic., Burlington & Quincy Illinois Div. 3s, 1949.....| | X i SS ee Serene! 
Columbia Gas & Electric Deb. 5s, 1961.............. sé x | 
Consumers Power ist & Ref. 34s, 1970.............. x ee ee —_—-- 
E ie R. R. Prior Lien Cons. 4s, 1996................ x : ee ae ee 
G orgia Power ist & Ref. 5s, 1957.................. . x <scsecieesiinranctelaeiaa MON 
Illinois Bell Telephone ist & Ref. 34s, 1970.......... oa - See cae 
Roland Bonel Met B6a, AOG1.... nn we. ween eens. i x x ee ee 
Lake Shore & Michigan Southern ist 3!4s, 1997....... x ee 
Michigan Central 1st 34s, 1952......................] ee |e eee, ae rr 
Missouri, Kansas & Texas Ist 4s,1990.............. x PER. — 
Morris & Essex ist Ref. 8s, 2000................... x eee x 
National Dairy Products Deb. Se are x . ae a * 
National Power & Light Deb. 5s, 2030............... x = a es 
Pure Oil SF 414s, 1950....................+.+sss0s x x - —— 
Shell Union Oil Deb. 314s, 1951...................... x aS a Ee 
Southern California Edison Ref. 334s, 1960........... x De EEE 
Wheeling Steel ist 414s, 1966........................ x — aa 
Preferred Stocks an Dn s-d ae 
Company Jan. Feb. Mar. | April May June July Aug. Sept. Oct. Nov. Dec. 
American Bank Note (3)...................+--00e0e x x x x 
American Smelting & Refining (7)....................|. & x x x = 
CO | eee x x x Perse 2 ee 
Diamond Match partic. (14%4*)....................-. x x x x 
Hershey Chocolate partic. (4*)..................+++- x x x = ae x —_ 
International Harvester (7)..................+-.+--- x x : a x 
il (°) ae a 4 x x x 
| 2. EEE x — x x x <— 
Public Service of New Jersey (5)................---- zi ae me == 
Southern California Edison “B” (114)................ x x x a 
TOLD > Oe ee x x= 
Wesson Oil & Snowdrift (4).....................000- x x x 
a eR ETN IT I x x oe ee Se es 
Common Stocks 4 
Company Jan. Feb. Mar. | April May June | July Aug. Sept. | Oct. Nov. Dec 
American Rolling Mill (1.20).........................| X x _s x 
American Telephone & Telegraph (9)................- x x x x x G 
Archer-Daniels-Midland (1.00%) .................----- x x xX x | 7 
PUREE TED) ooo ooo s.csuscs as nsosenies sencsce x x x 
Beech-Nut Packing (3.00°)..............-..-.++0+0:- x < x = a | 
EE ss cocoon enskuuak pom x x x x Wg the 1 
EMRE Noo, ia caeccevisunncscasaes x x x ¥ x ened wit! 
Ul > 2 0 > 2S RS x x x x =. Rien. 
—— : : X X Juvenat 
Corn Products Refining (8) .....................--- x — x r “ee 
Du Pont de Nemours (3.60*)...............-..--05: x x FG Be. e ez 
General Foods (1.80).............. SERS |i Xx x x x nerchanc 
“i r x x oe x x + the comp 
International Nickel of Canada (1.20)...............-.| x x SS Ward he 
Owens-Illinois-Glass (5)................++--+- pee x x x eae.“ bw Ge . 
Pacific Lighting (2.40)....... ae eal makes eles x wae x Roe —___*_,— aw, Geo 
Standard Oil (New Jersey) (1*)............ x ea x - lad been 
Timken Roller Bearing (2*)......... ‘= x a ae Sy =~ tunctions 
Underwood-Elliott-Fisher (3)...... ETRE x x $ a the advar 
Union Carbide & Carbon (2.40)................-.--..|_* _x | a . — 
U. S. Gypsum (2) Esc eet ies uc kan wbeye = ee: x x x <—— arm 
Westinghouse Electric (3)..............- er x x me 3 | tores, fe 
~~~" *Plus extras. =e poorly st 
a _ Ts - ee Catal 
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MONTGOMERY WARD 





of general merchandise for sixty-four years. The 
first forty-eight years were easy. Three times dur- 
ing the next thirteen, culminating in 1932, it was threat- 
ted with disaster. Then came three years of recovery and 
rjuvenation, and today the skies again are bright. 

The early years were easy because the basic mail order 
merchandising idea was good, the opportunity great and 
tke competition small or non-existent. Aaron Montgomery 
Ward had the idea and $1,600 of capital. His brother-in- 
hw, George Thorne, threw in $800 and his services. Ward 
ld been an agent for the National Grange, one of the chief 
lunctions of which was to provide its farmer members wit! 
the advantages of co-operative buying. That was the time 
farm isolation. There were no automobiles, no chain 
fores, few good roads. The average country store was 
porly stocked, inefficiently run. 

“Catalog goods sold by mail will be better and cheaper 
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Pointing to Higher Sales 
and Earnings 


Prospective Price Trend and Public Purchasing Power 


Plus Sound Management Favor Company’s Outlook 


By LauRENCE STERN 


than store goods,” opined Aaron Montgomery Ward. So 
they proved to be, and in a very few years the new firm 
was doing a business of $2,000,000 a year and its catalog 
was an annual event in the farm country, especially the 
Middle West and Northwest. 

It is interesting to note that the enterprise was launched 
just a year before the great panic of 1873 and that for more 
than twenty years it operated in a generally declining com- 
modity price trend, the dreary tail end of the great post- 
Civil War deflation which was not reversed until new gold 
discoveries turned prices upward again in the ‘90s. This 
was a considerable handicap for a merchant having to buy 
goods and price them in a catalog many months ahead of 
sale to the customer. That the company nevertheless pros- 
pered was due to two things. First, the price decline was 
steady, rather than sharp, averaging about 2 per cent a year 
over the long period. Second, Montgomery Ward had such 
a tremendous competitive advantage over the existing regime 
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of country merchants that it could 
maintain a mark-up more than ade- 
quate to offset the gradual decline in 
inventory values and still undersell the 
village general store by a wide measure. 

In 1892 the originators of the busi- 
ness retired and the five sons of George 
Thorne took over. Soon after the com- 
modity price cycle began another long 
ascent, volume of Montgomery Ward 
business mounted higher and higher 
and the profits rolled in. By 1920 vol- 
ume had reached $100,000,000 a year, 
the company was a nationally known 
institution and for the first time out- 
side financiers began to look with in- 
terest upon the stock. 

Early in 1920 the Thorne brothers 
consented to sell a substantial part of 
their holdings to James B. Duke and 
Charles A. Whelan, the tobacco mag- 
nates. That, as it happened, was just 
a short while before the bottom fell out 
of commodity prices in the post-World 
War deflation. Whereas the price level 
had fallen by some 47 per cent during 
the first twenty-four years of Mont- 
gomery Ward's history, in that single year, 1920, it fell 
37 per cent and Montgomery Ward was in hot water for 
the first time in its career, losing a total of some $20,000,000 
in 1920 and 1921. The last Thorne got out of the man- 
agement, the Duke-Whelan stock was sold to a syndicate 
of New York bankers headed by J. P. Morgan & Co., and 
the latter commandeered the late Theodore F. Merseles, 
head of National Cloak & Suit, to put Montgomery Ward 
on its feet. 

Let us pause right here to observe that even before the 
1920 debacle and despite the fact that Ward sales had 
continued to expand, the competitive environment in which 
it operated had been gradually changing. Established some 
years after Ward, Sears, Roebuck had caught up with it, 
passed it and left it far in the rear in volume. More im- 
portant, the automobile had definitely entered the picture, 
signalling the beginning of the end of farm isolation. Again, 
the great chain store systems, such as Penney, Grant, 
Kroger, the A & P and Woolworth, were steadily expand- 
ing their outlets in small towns within reach of the increas- 
ingly motorized rural 
populace. Already Ward’s 
grocery business —once 
said to have been a third 
of its total volume and 
now abandoned—was on 
the toboggan. The times 
and folk habits were 
changing. So was Mont- 
gomery Ward, but not 
fast enough. 

A vigorous stream can 
run for some distance 
against the tide but not 
indefinitely. For five or 
six years the benefits to 
the company resulting 
from the skilled and ag- 
gressive administration of 
Mr. Merseles more than 
offset the basic obstacles 
being encountered by the 
mail order method. Sales 
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pushed ahead to record highs but by 
1926 Mr. Merseles saw that mainte. 
nance of volume required dispropor. 
tionate increase in selling effort and 
costs. Mail order business had reached 
its crest. 

What to do? The decision Mr. Mer. 
seles made was to supplement the mai 
order business by entering the chain 
store field. Ward opened thirty-six 
stores in 1927 and while the program 
was still in formative stage Mr. Mer 
seles left the company to head Johny 
Manville. He was succeeded by George 
Everitt. Now neither Mr. Everitt nor 
the general run of Montgomery Ward 
executives and employees had had any 
experience in chain store merchandig 
ing. Nevertheless the Everitt manage 
ment plunged ahead in the untried wa 
ters, opening 208 stores in 1928 and 
288 in 1929, an average of more than 
four every week for the two years. It 
had dreams of opening still more in 
1930 and 1931 and so on, apparently 
having set a tentative goal of 1,500! 

Looking, in any event, to a further 
vast expansion, it took occasion in 1928 and again in 1929 to 
offer rights to its shareholders in the then roaring bull market, 
raising through the two issues of stock a total of $97,000,000. 

Curious are the workings of fate! Montgomery Ward 
threw together its store chain at what appears to have been 
a very bad time. It was at the peak of boom time costs of 
stores, equipment and leases, with the most devastating de- 
pression of modern times “just around the corner.” No 
doubt Old Man Depression, just getting up steam, snick 
ered loudly in his whiskers when President Everitt in 1930 
predicted that the set-back wouldn’t amount to much! 

On the other hand, Montgomery Ward could not have 
raised $97,000,000 by sale of stock except in just the kind 
of period that prevailed in 1928 and 1929; and if it hadn't 
raised that $97,000,000 it not only would not have been 
in a position to climb out of the storm cellar when the 
depression blew over and begin building again, but it would, 
instead, very likely have gone to the cleaners. 

Yes, luck on the whole was with Ward. Suppose the 
depression had not started until about 1932 and the man 
agement had had time to 
spend that $97,000,000 in 
opening another 1,000 
stores. The result would 
have been too sad to con 
template! 

As it was, things were 
in a bad enough way by 
1931, with farm purchay 
ing power on the skids, 
mail order sales in a now 
dive and fully tworthirds 
of Ward's new stores lo 
ing money hand over fis. 
The deficit for that yeaf 
was $8,712,000 and sales 
had fallen to $198,119, 
000 from the 1929 high 
of $267,325,000. Ye 
Ward's position was fat 





less precarious than it had 
been in the much less & 
vere depression of 1920 
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1921, first because the price deflation of the former slump 
was more concentrated than that in the recent depression, 
and, second, because finances were much stronger, thanks 
to the 1928-1929 financing. Whereas cash at the close of 
1921 had shrunk to only $1,788,000 or not enough to cover 
bank loans of $2,972,000, cash items at the lowest point of 
the recent depression did not drop below $27,000,000. 

Nevertheless large stockholders, aware of the true posi- 
tion, had good reason to be alarmed. They knew that 
Ward’s troubles were only partly due to the general de- 
pression. They knew that more than a turn in the general 
tide would be required to put the company in a profitable 
position. They knew, specifically, that the Ward manage- 
ment did not know enough about chain store merchandis- 
ing to make a go of it, and against this glaring weakness 
no amount of cash in the treasury could in the long run 
hold out. This deficiency was nobody’s fault in particular. 
It was inevitable in the simple fact that in two or three 
years Ward had opened more stores than established and 
experienced chains had opened in their first ten or fifteen 
years of business and 
in the further fact ; 
that it had neither 
had time to train its 
existing personnel in 
chain store methods 
nor opportunity in 
the boom years — 
when good men had 
good jobs elsewhere 
—to acquire trained 
store executives from 
other companies. 

In this situation 
President Everitt was 
asked to step out and 
Sewell L. Avery, 
head of the long es- 
tablished, highly suc- 
cessful and excellent- 
ly managed United 
States Gypsum Co., 
was asked to come to 
the rescue. Mr. 
Avery, a spare, gray- 
ing man of fifty-eight 
whose face somewhat 
resembles that of the Henry Ford of fifteen or twenty years 
ago—except that it relaxes in a smile more often—would 
certainly rank among the top dozen in any accurate list of 
the busiest executives in this country. He is chairman of 
the board of directors and president of Montgomery Ward, 
president of the United States Gypsum Co., a director of 
the United States Steel Corp. and director of half a dozen 
lesser companies, the latter—like Ward and Gypsum—hav- 
ing headquarters at Chicago. 

At a recent annual meeting of Ward stockholders there 
was considerable grumbling over “the miserable little divi- 
dend,” over Mr. Avery’s salary of $100,000 a year and over 
the option granted him in 1931 to buy 100,000 shares of 
the stock at $11 a share, a deal now showing him a profit 
of around $3,000,000. But in 1931 the stockholders were 
not worrying about dividends or executive wages. They 
were wondering whether the company would ever again 
make any money, even wondering whether it would sur- 
vive the depression. And any top flight executive in the 
country, accepting the job of rescue, could have virtually 
written his own ticket. Mr. Avery did not seek the job. 
It was urged upon him. 

Curiously, the general run of stockholders will not bat 
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an eye when their company spends millions of dollars for 
inventories and physical properties but will grow indignant 
if it spends half a million dollars a year for the services of 
a handful of top executives. Yet if those executives are able 
they will in the long run spell the difference between suc- 
cess or failure for any corporation; and of all corporate 
assets they are the most valuable. 

Mr. Avery’s contribution to Ward was good manage- 
ment, especially in revamping the executive personnel. 
With the help of Edwin G. Booz, who came with him from 
Gypsum to head the Ward personnel department, and of 
Thorndike Deland, head of a New York department store 
employment agency specializing in merchandising execu- 
tives, he combed the country for promising executives. In 
his first year with Ward several hundred new executives 
were brought in, chiefly men with chain store or depart- 
ment store merchandising experience. Prominent among 
them are Walter Hoving, former executive vice president 
of R. H. Macy & Co., now the Ward general sales man- 
ager; Raymond Fogler, now operating manager, who came 
from the W._ T. 
Grant organization; 
and Frank Folsom, 
merchandising man- 
ager and head of the 
buying organization, 
who came from the 
Hale Department 
Store in San Fran- 
cisco. Together with 
Walter Baumhogger, 
head of the retail 
store division, who 
was not brought in 
by Mr. Avery and 
had, indeed, been 
with Ward for some 
years, these men make 
up the most vital part 
of the executive team. 

As for the results, 
Ward sales in the fis- 
cal year ended Janu- 
ary 31 reached an all 
time high of $293,- 
042,357 and net prof- 
it was $13,527,310, 
or within striking distance of the profit of $14,504,000 
earned in 1929. To date the company’s most prosperous 
year was 1928, with $17,703,834 earned. Moreover, the 
operations of each division—mail order, stores, factories— 
are now profitable, with each of the nine mail order houses 
and each of the thirty-six retail store divisions throughout 
the country contributing to earnings. 

For the first quarter of the present fiscal year sales pushed 
ahead to another new peak for the period at $73,101,872 
or a gain of 10.3 per cent over the first quarter of 1935. 
Net profit for this period was $2,836,838, as compared 
with $2,178,326 a year ago, the increase being approxi- 
mately 30 per cent. 

The 1935 earnings were equivalent to $2.65 per share 
on the 4,565,004 shares of no-par common outstanding, as 
compared with $1.72 in the preceding year, 18 cents a 
share in 1933, deficits in 1932, 1931 and 1930 and profit of 
$2.60 per share on the stock outstanding at the close of 
1929. 

At present quotations around 44 the stock is priced at 
approximately 16.6 times 1935 earnings per share. Assum- 
ing that, roughly, the rate of earnings gain shown in the 

(Please turn to page 254) 
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Government’s Increasing Control 
of [rade and Industry 


MERICAN business is 
being put through a 
course of discipline in 
social docility which if con- 
tinued for another four years 
will prepare it for the collec- 
tive regimentation which is the 
objective of such present com- 
manders of the ship of state as 
Rex Tugwell, Henry Wallace, 
Harold Ickes, Leo Frank, Felix 
Frankfurter, Miss Perkins, 
Senator Norris, Representative 
Ellenbogen, Senator La Fol- 
lette, and other “advanced 
thinkers.” The regulation of 
business by law and adminis- 
trative rules and decrees, ques- 
tionnaires, correspondence, in- 
spection and examination, is 
becoming one of the greatest 
trials and vexations of business 
life; and the expansion of the 
federal and state bureaucracies 
in numbers, area, meticulous- 
ness. and arrogance is un- 
doubtedly beginning to sap the 
courage and initiative of in- 
dustry and trade. The first 
thought of the present shep- 
herded business world is not 
what to do but what not to 
do—-not to act but to cringe 
and dodge. 
This situation is not solely 


the fault of the New Deal. 


A Rausing Tide of Bureaucratic Dictatorship 


By Jonn C. CresswILb 








A Few of the Pending Measures for 
Further Restriction 


A nti-chain store, and price discrimination, bills. 

Wheeler bill for abolition of basing points and 
delivered prices. 

New food and drug act. 

Investigation of opposition to collective bar- 
Saining. 

Extension of Federal Trade Commission’s au- 
thority to examine private records. 

Government's contracts and purchases to be 
subject to N R A labor rules. 

Federal incorporation of firms doing an inter- 
state business. 

Ship subsidy bill—to succeed postal contracts. 

Pettingill long and short haul I. C. C. law 
amendment. 

Block booking regulation of motion picture in- 
dustry. 

Revenue bill’s provision for taxing undis- 
tributed profits—fundamental usurpation of 
prerogatives of business management. 

Commodity exchanges regulation. 

Authorize Federal Trade Commission to be- 
gin investigation of various lines of business. 








mind of the officials. Even 
in the times of Coolidge and 
Hoover the Federal Govern 
ment was in some degree or 
other carrying on about 120 
different sorts of business, 
which were more or less in 
competition with or frustra- 
tion of individual enterprises. 

None will dispute that a 
complex society of 130,000,000 
persons can not be as simply 
and exclusively political as 
were 4,000,000 persons, mostly 
simple farmers, 140 years ago, 
but few will deny that the 
progress toward socialization 
and nationalization has made 
tremendous advances in recent 
years (especially since 1933), 
when the public service has 
been shot through with ad- 
ministrators who are sincerely 
and firmly determined upon a 
new order in America —an 
order that is old in Europe. 
There would be practical nega- 
tive unanimity if a poll were 
taken on the question: Should 
government be limited, as 
Jefferson would have had it, to 
internal and external defense, 
justice and foreign relations. 
But there is no danger now of 
underdoing in respect of social 
regulation. On the contrary, 








The insidious invasion of private domains of economic 
activity and individual independence has been proceeding 
for a long time. It amounted to little before the World 
War but got a great impetus from the habit of intervention 
and dictation bred by the discipline which naturally spreads 
from the armed forces to the economic forces in time of 
war. The emergency of the depression and che rescue 
endeavor again called for collective action and submergence 
of the creative individual to the slothful state. 

The tendency of the state towards autocracy is always 
accompanied by invasion of the field of private business 
even though collectivism may be the last thought in the 
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the danger has become that we will do much in the way 
of collective restriction of the individual,—and so the 
public interest of the period lies more in the use of the 
brakes than in pressure on the accelerator. 

Since March 4, 1933, we have incorporated into “our 
midst” some 225 public laws which involve little or great 
measure of incidence on business—sometimes benign and 
paternal, more often punitive, but always discouraging of 
devitalizing to business (even when praved for and welcomed 
by business in whole or in part). rarenthetically, it must 
be said that business is often the initiator of offenses 
against its own integrity. Very few business men and 
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groups thereof are able to resist the opportunity to profit 
for the moment by the leakiness of the public till or the 
intrusion of the public will, even though they know that 
the final result will be deplorable injury to themselves, 
their group and the general public. Not to be forgotten is 
the ironic comment of Jesse Jones, as he surveyed the 
banquet table of a national convention of business men who 
were fiercely resolving against the intrusion of government 
into business. “About all of these fellows,” said Jones, 
“have or are applicants for R F C loans.” 

Eight of the major assaults of government upon business 
—some of which were not without support from business 
ranks—have been beaten back by the Supreme Court, 
although the one most impacted with moral deterioration— 
the gold clause repudiation; and the one which may have 
been the most charged with socialization of private business 
—the Tennessee Valley Authority—were allowed to wiggle 
through the net of judicial elimination. 

On the whole the greatest menace to freedom of busi- 
ness is what is coming to be called administrative law, that 
is, the so-called rules and regulations plus executive orders. 
These functionarial laws, rarely, if ever, reach the test of 
constitutionality. Who is going to fish one little “law” out 
of a pile of 15,000 and take it up to the Supreme Court? 
More than that, who is going to fight a law that is un- 
known to him—meaning the numerous regulations which 
are never published? 

The present Government started out with a momentous 
invasion of the hitherto accepted field of private business 
with the Bank Conservation Act of March 9, 1933. The 
emergency then was generally conceived to be so enormous 
and critical as to involve national welfare, even safety, 
to the point where necessity knew no law, constitutional 
or otherwise. That was a general conviction, and there- 
fore the New Deal is not subject to special criticism on 
this score. But in that law was inevitably planted the 
seeds of government by men instead of government by law; 
and under the theory of a new order they have thrived 
and grown prodigiously until their roots and branches are 


now tentacularly interwined with the whole political and 
economic fabric. 

Reopening of member banks of the Federal Reserve Sys- 
tem was made contingent upon permission of the Secretary 
of the Treasury, with authority to prescribe conditions of 
solvency and liquidity more severe than were prescribed 
by the banking laws. National banks were authorized to 
issue preferred stock and notes, purchasable by the Recon- 
struction Finance Corporation (which was inherited from 
the Hoover Administration), and that corporation was 
empowered to purchase such obligations of state banks. 
Six thousand banks were thereby brought under direct 
obligation and subserviency to the Federal Government, 
thus putting it in a position to dictate to high and low 
finance by the will of officials. All private holdings of 
gold and gold certificates were commandeered. 

The next great step into the domain of private business 
was the Agricultural Adjustment Act of May 12, 1933, 
which directly or indirectly affected all business related to 
agriculture, and in the form of an unrelated “rider,” the 
Thomas Amendment which authorized the President to 
reduce the weight of gold and silver dollars by as much as 
50 per cent, to sell $3,000,000,000 of bonds to the Federal 
Reserve Banks, or to issue $3,000,000,000 of Treasury 
notes, alias greenbacks. This rider was the beginning of a 
monetary policy which has had many wanderings in the 
mazes of money tinkering and still leaves the country sub- 
ject to Presidential whim as to the value of its money and 
currency. 

The Emergency Relief Act of May 12, 1933, was the 
beginning of a protean projection of the Federal Govern- 
ment into business and business incidence, which has put 
the Government into manufacturing and merchandising in 
many ways and has been the initial means of spending to 
date about $5,000,000,000. 

Next came the Securities Act, which has ever since, 
whatever its merits, operated as a brake on the private 
business of financing corporations and the initiative to create 
(Please turn to page 256) 





“Rugged individualism” under difficulties 
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Significant Foreign Events 


By Grorce BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


Japanese Trade—The Never-Ending Conflict 


On the advice of the Tariff Commission, acting accord- 
ing to law, President Roosevelt has placed a 42 per cent 
surtax on imports of cotton goods from Japan. That coun- 
try threatens to retaliate with a severe restriction of raw 
cotton from the United States. Thus, does one country 
deny itself cheap cotton goods, while another seeks repri- 
sals by cutting off the supply of cheap raw material. Sounds 
foolish, but what can be done about it? In three years 
unbleached cottons from Japan jumped from 58,000 to 
30,000,000 yards while our cotton industry languished and 
workers struck—and yet they were being paid at least five 
times as much as their Japanese competitors. On the other 
hand, what will happen to the American cotton grower if 
he loses his best market. Shall the American Government 
starve the textile workers or the cotton growers? Japan 
normally buys more from us than she sells to us and we 
take 80 per cent of her exports of raw silk. Both countries 
need one another, yet each repels the other. 

Another source of conflict between the two countries 
has arisen over the manner in which Japan continues to 
regard China as a country in which she owns the sole trad- 
ing privileges. There seems no doubt but that Japan has 
actively encouraged extensive smuggling of Japanese goods 
from the “autonomous” northern provinces into north 
China. This smuggling has so reduced British and Ameri- 
can trade with China 
that both countries E 
have been moved to 
protest. Also, it has =F Page 6 
had another serious SRS 
effect; it has greatly 
reduced the revenues 
of the Chinese Mari- 
time Customs and 
these are pledged be- 
hind China’s foreign 
bonds. Finally, it is 
interfering _ seriously 
with British and 
American handling, 
brokerage and bank- 
ing activities in the 
various ports, of 
which Shanghai is by 
far the most impor- 
tant. While some 
sympathy can be had 
for Japan because of 
the continuous stream 
of restrictions which 
the rest of the world 
imposes upon her 
trade activities, much 


218 


Salisbury Photo, from Galloway 





The waterfront, Shanghai, the most prolific source of Chinese customs, 
has been hard hit by Japanese smuggling. These customs are pledged 
behind China’s foreign bonds. 


of this is lost because of the ruthless and unethical manner 
in which she pursues them wherever possible. 


* * * 


Post-War Europe—The Age of Ignominy 


Europe is putting up at least a political front, but far 
from a popular front. No one is satisfied; no country 
assumes responsibility for the present age of ignominy; each 
passes the buck to the other. If ever there was need of a 
constructive straightforward policy, it is now. Statesmen 
stall; diplomacy has been thrown into neutral in the face of 
the most critical issues of the post-war period. The League, 
conceived with the idea of maintaining peace by general- 
izing war, has succeeded only in localizing war. Its unhar- 
nessed power has flowed over the mill-dam to irrigate indi- 
vidual garden patches of respective members, rather than 
to grind the grist of collective security. Meanwhile, the 
Leghorn cock crows for the dawn of a new era in the 
Piazza Venezia, although the golden sun of financial secur- 
ity has not yet peeped above the Italian horizon. Never 
has there been a darker decade since the Middle Ages. 

A new Socialist Government in France shrugs complac- 
ently—places the entire responsibility as to the punitive 
measures to be applied to Italy on the shoulders of Great 
Britain. Blum is an astute diplomat. Since in any case 
France must cohabit with England, future blunders will be 

Britain’s, not Blum’s. 
1 Herein lies the fun 
damental fallacy. In 
fact, at a time when 
all Europe leans to 
ward England, there 
is no coherent British 
foreign policy because 
there is no coherent 
British Cabinet. Eng: 
land is so preoccu- 
pied with internal 
political dissension 
that the Cabinet ig: 
nores the gravest of 
crises. With the new 
Roman Empire rid: 
ing for a fall, and 
with the tempera’ 
mental foot of Hit 
ler on the clutch of 
the German war mav 
chine, England shilly- 
shallies with a budget 
scandal at home, while 
Eden threatens Ew 
rope with blank car’ 
tridges at Geneva. 
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In Central Europe, the situation has reached such an 
acute stage that there ceases to be an Austrian problem. 
Purely and simply it is now an ItaloGerman problem— 
may the best man win. Probably nothing would be a 
greater boon to civilization and its future peace than a 
fight to the finish between Italy and Germany, that is, if 
the rest of the nations could remain on the sidelines, or if 
generalized peace is a priori accepted as an impossibility 
and localized war in turn as an inevitability. The danger 
lies in the fact that with the crisscross of bilateral treaties, 
of multilateral agreements, of little and big ententes, the 
possibility of localizing war on any one continent is a 
figment of the imagination. 

Historically, the plight of Europe is not new. Currency 
debasement is not new. Treasury deficits are not new. Dic- 
tatorships are not new. The Restoration period of loose 
morals, lax finance and lush living ended in a Cromwellian 
dictatorship of Puritan discipline. But the Cromwellian 
period was a passing phase on the pages of history, even as 
the dictatorships of today in Moscow, Berlin and Rome, or 
the “benevolent” bureaucracy of Paris, London and Wash- 
ington, bridge a transitional period between the national 
laisser-faire capitalism 
of yesterday and the 
international _ laisser - 
vivre capitalism of 
tomorrow. 


* * 


The Balkans—A 
Limp Handshake 
and An Itching 
Palm 


This shifting of 
economic or military 
combinations has no- 
where reached a high- 
er degree of complex- 
ity than in Central 
Europe. This month, 
the Council of the 
Balkan Entente met 
in Belgrade. The 
original pact of this 
Entente, signed in 
1934 between Greece 
and Turkey, was 
limited to the possi- 
bilities of war in the 
Balkan Peninsula. Later, Yugoslavia and Rumania joined, 
although they remained at the same time members of the 
Little Entente, which also includes Czecho-Slovakia. 

The recent Council was apparently convened to clear up 
individual points of friction and to endeavor to form some 
decision as to which way the Central European cat would 
jump in the event of a definite breakdown of diplomatic 
relations in the West. 

Both Greece and Turkey are afraid of being involved in 
general European disputes—especially Turkey, whose neu- 
trality is torn between the U.S.S.R. and Great Britain. 
Turkey has definitely stipulated that in no case would she 
enter into war with the Soviets; while Greece insists that 
no military assistance will be given to any members of the 
Entente should they be attacked by an outside aggressor 
(for example, if Yugoslavia became embroiled in a conflict 
with Italy). The second question of paramount importance 
involves the remilitarization of the Dardanelles by Turkey, 
with Greece voting for and Rumania voting against this 
project. 
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Bulgarian farmers benefit from American restrictions 


Much stress is also laid on the urgent need of collabora- 
tion; for renewed doubts and divergences of opinion among 
the members of the Balkan Entente would jeopardize their 
bargaining position with the Great Powers. In the mean- 
time, Bulgaria must also be placated. To judge by the num- 
ber of palace revolutions and ministerial changes in Sofia, 
Bulgaria is regarded as the danger spot of the Balkans. 
In fact, the Bulgars are the dissenters in any future Balkan 
bloc, just as the Hungarians are the revisionists of the mid- 
dle Danube. Likewise Yugoslavia is altogether in doubt as 
to her future course—whether to be piloted by France and 
the League of Nations or whether to be swept along by 
profitable trade winds toward Germany. Rumania, as well, 
is swayed between her avowed affiliation with France and 
the potential danger of becoming enmeshed in the Franco- 
Soviet tangle. 

In other words, the Balkan Council—even with the 
obliquity of diplomacy involved — has at least fostered in 
Central Europe a closer feeling between hostile friends. 
The Balkan countries limply shake each other’s hand in 
suave but suspicious conciliation; simultaneously extend 
an itching palm to Italy, France, England and Germany. 


* * * 


Bulgaria— Bureau- 
cracy Financed by 
a Lottery 


Since Bulgaria has 
been described as the 
danger-point of Cen- 
tral Europe or, rather, 
a safety valve for 
pent-up political 
steam, the country 
deserves closer inspec- 
tion. not so much be- 
cause of her individ- 
ual importance as 
because she can throw 
her meager weight 
about with a great 
deal of effect on the 
existing balance of 
power. 

The year 1935 
marked a year of 
further economic de- 
cline for Bulgaria, 
with the notable ex- 
ception of cotton and tobacco, two primary items in Bul- 
garian-American trade. Although Bulgarian cotton by no 
means is as threatening a menace to the American south 
as the Brazilian fibre, still, Bulgaria has been one of the 
first to benefit during the past few years by production cur- 
tailment in the United States. Her exports have accord- 
ingly increased, and her imports of American bales and 
yarn have correspondingly decreased. But two abundant 
crops cannot bring rural prosperity, and since 1931 states- 
men in Sofia have been faced with the same problems to 
which the AAA in the United States failed to find a 
satisfactory solution. 

The situation in Bulgaria is acute, since practically 90 
per cent of the national economy depends on agrarian pur- 
suits. The decline in purchasing power has become a chronic 
ailment, and the good harvest of 1935 offered only passing 
relief. Because Bulgaria has never been pretentious and 
has resisted the temptations of overproduction, industry 
withstood the world crisis better than the neighboring 

(Please turn to page 256) 
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Courtesy, General Electric Co. 


T is not too optimistic to classify the public utilities as 
in recovery—the first year of it. In common with all 
business they have experienced five years of depression, 

but few, if any, industries have been subjected to so 
heavy a barrage of increasing taxation, demands for lower 
rates, regulatory legislation and publicly financed com- 
petition as has fallen on the utilities, particularly in the 
past two years. The evidence therefore of their ability 
to progress at all under these conditions must be taken 
as more than commonly significant of the future. It sug- 
gests that they can continue to “take it on the chin,” 
and still go forward, although perhaps not at quite the 
pace of bygone times. Let us see. 


Utilities Do More Business 


If, in talking about the “progress” which the privately- 
owned utilities have made during the past 12 to 18 months, 
we are talking about kilowatt hours and mechanical per- 
formance the record is, as one well known public utility 
economist described it to me, “just grand.” If, however, 
we are going to discuss that record in its purely financial 
aspects we have a somewhat different story although even 
from this standpoint it is by no means bad when every- 
thing with which the utilities have h d to contend with 
is taken into consideration. In fact, it would seem that 
the managers of this great major industry, which touches 
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The 


in Recovery 


tilities 


Rising Demand and _Increas- 
ing Net Income Evident 


Despite Continuing Handicaps 


By Ernest GREENWOOD 


the lives of almost every man, woman and child in the 
United States, are to be congratulated on their showing 
if documented facts and well authenticated figures mean 
anything at all. 

For the year 1935 the sales of all classes of electric 
service increased 9.6 per cent over 1934 which compares 
most favorably with the steady onward march in the 
past. The first quarter of 1936 shows the sales 11 per 
cent higher than the sales for the first quarter of 1935; 
April shows an increase of 12/4. per cent over April of 
last year and May shows an increase of 14 per cent. One 
might almost conclude that government competition 
whether Federal or municipal, had stimulated the business 
of the privately-owned companies instead of having dam- 
aged it to any great extent. 


Net Income Higher 


However, gross revenues for 1935 show an increase of 
only 4.6 per cent over 1934 while operating income in- 
creased but 2.1 per cent. But net income increased 6.1 
per cent. All of which, put together, looks like a series 
of paradoxes although there are very simple explanations 
for these seemingly contradictory figures. 

Before discussing reasons it is necessary to break down 
these figures into domestic service and industrial power 
if we hope to get the complete picture and find out just 
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what is responsible for the progress made. In 1935 do- 
mestic service increased 9.2 per cent over 1935 with 
revenue increasing only 3.7 per cent while industrial 
power sales increased 11.5 with an increase in revenue of 
7 per cent. As we will presently see, these figures also 
luok a bit odd. 


Lower and Lower Rates 


The reason for the disparity between the increase in 
sales and the increase in gross revenue is the high efh- 
ciency of that well known “Judas Ram**, the Tennessee 
Valley authority. This is not because its operations have 
had any drastic effect on the business of the privately 
owned operating companies in the territory it is supposed 
to serve but because of the psychological effect of its 
propaganda, and its wild statements as to the cost of gene- 
rating and distributing electricity, on otherwise intelligent 
citizens in various sections of the country. In fact, it has 
more effect a thousand miles or two thousand miles away 
than on its own home grounds. 

The result of this psychological reaction has been an 
orgy of rate reductions all out of proportion with the 
basic principles of power economics. The impact of TV A 
publicity has had its moral effect not only on the public 
consciousness but on a horde of public utility executives. 
As one of them said in the presence of the writer “we 
just don’t seem to have any back-bone left, when it comes 
to responding to public demands for lower rates which 
we know are not practical if we are going to preserve 
the soundness of our financial structure.” Result: the 
increase in gross income lags far behind the increase in 
total sales. 

The reason for an increase in net income which is 
almost three times as great as the increase in operating 
income is simple. I[t is due almost entirely to refinancing 
operations in public utility bonds the companies taking 
advantage of much lower interest rates. It must be noted, 
however, that this simply passes the results of the depres- 
sion on to the institutional holders of bonds and does not 
improve general financial conditions. 

Turning to domestic service it is easy to jump to the 
conclusion that the increase is due to a general increase in 
the use of all kinds of household ap- 
pliances but this is not the case. It is 
due almost entirely to sales of electric 
refrigerators and radios. Looking over 
the figures for the period 1927-1935 
inclusive we find that the average do- 
mestic consumer has _ increased his 
purchases of kilowatt hours from 443 
annually to 673, an increase of 230 
kilowatt hours. Looking a little more 
closely we find that the radio is con- 
suming 72 more kilowatt hours each 
year than it did in 1927 and the elec- 
tric refrigerator has increased its use 
by 119 kilowatt hours making a total 
of 191 and leaving an increase of but 
39 kilowatt hours for all other appli- 
ances which is not a normal increase no 
matter how we look at it. During this 
period the average price of domestic 
electricity dropped from 6.32 cents 
per kilowatt hour to 5 03 cents. 

Today there are more than 8,000,- 
000 electric refrigerators “‘on the line” 


*The “Judas Ram” is a trained ram which 
leads the sheep out of the stock cars and 
into the slaughter pens. 
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and it is only a very few short years ago when the elec- 
trical manufacturers were wondering if they would ever 
pass the million mark. A very large portion of this tre- 
mendous increase in sales has been due to the sound 
household economics preached by salesmen of electric 
appliances. Comfort, convenience and beauty play their 
part, but it is the saving in ice bills and the elimination 
of waste in perishable toods that are the most effective 
arguments in times when pennies loom larger than dollars 
did six or seven years ago. 

However, these electric refrigerators are responsible for 
the fact that weekly production figures of the eleciric I-ght 
and power industry no longer accurately reflect industrial 
activity. More and more these figures are coming under 
the control of the weather man. If we have a warm week 
in May, such as we have just experienced, production 
figures jump around like a New Deal decimal and the 
statisticians tell us that the only explanation is electric 
refrigerators. 

Apparently there is no relation between the sale of 
electric refrigerators and radios and rates. People who 
buy these appliances give more consideration in the one 
case to the actual saving over the use of ice and in the 
other to appearance, reception, etc. Lower rates do not 
promote their sales which brings up the whole question 
of promotional rates and whether they actually increase 
domestic use of electricity. 


Yardsticks and Promotional Rates 


For several years we have listened to a lot of ballyhoo 
about yardsticks. One of the earliest alibis for these 
monstrous hydro-electric projects producing electricity in 
areas aiready over-burdened with generating facilities is 
that they will prove, conclusively, that if domestic electricity 
is sold cheaply enough the heavy increase in volume of 
demand will more than offset the loss in revenue per kilo- 
watt hour. This is a fallacy. Beyond a certain point, 
promotional rates do not promote. In spite of a decline of 
16/4 per cent in the average price of current during the 
past five years the average domestic consumer uses no 
more electricity than he did five years ago except in the 
cases of refrigerators and radios. In 1931 he consumed for 











such purposes as lighting, flatirons, vacuum cleaners, toast- 
ers, heaters, oil burners, ranges, water heaters and various 
other small appliances 470 kilowatt hours a year. In 
1935 he used only 463 for the same purposes. Just another 
illusion which many public utility executives as well as 
the general public have hugged to their breasts for years. 

At the moment the tax situation in the utility field 
doesn’t look too bad—in fact it might be quite a bit 
worse before it becomes absolutely 
destructive, a fact which some one 
in the organization devoted to 
devising bigger and better taxes 
seems to have over-looked and 
which will doubtless be corrected 
in the near future. In 1934 the 
total direct taxes—Federal, state 
and local—paid by the electric 
utilities amounted to 14.1 per cent 
of their gross revenues. In 1935, 
with gross revenues amounting 
to $251,000,000 these directed 
taxes amounted to 13.8 per cent. 
This includes all traceable direct 
taxes but does not include the 
greatly increased cost of materials, 
equipment and labor due to gen- 
eral increases in the nation’s tax 
bills all along the line. These are 
the indirect taxes which follow 
John Public around from the time 
he gets up in the morning until 
he goes to bed at night and then 
they crawl into bed with him. 
They must be shared by every 
organized activity—industrial, com- 
mercial or otherwise—in the United 
States. 

From a purely public utility point of view it might seem 
to be unfortunate that the new tax bill was not passed 
and signed by the President as it was originally proposed 
by the Administration. It was, in reality, a nice present 
from our economic Santa Claus to the operating companies 
amounting to about $40,000,000. It abolished the capital 
stock and Federal income tax and but few of these operating 
companies would have been caught by the surplus tax—they 
have been paying out everything they could in dividends. As 
this is written no one knows exactly what the new tax bill 
will be and it is doubtful if any one will understand it when 
it is finally turned into law, for as some one said, “it looks 
as though our tax legislation is being written by Ger- 
trude Stein.” 
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Government Competition 


Competition by the Government is, of course, the out- 
standing fear of all public utilities just as it is the out- 
standing fear of all business enterprises, big or little. Ne 
private enterprise can compete with the Treasury of the 
United States—the collective pocket-book of all of the 
people in this country. This competition is rapidly becom- 
ing a combination of the world’s worst racket and the 
organized methods of the “trusts” in the old days when 
it was decided to drive a competitor out of business. What 
it may cost the stockholders in that great corporation, the 
United States of America, in the way of deficits is of no 
importance when it is a question of driving a competitor 
to the wall 

At the moment the record of the Tennessee Valley 
Authority is the only example by which we can judge 
the possible success or failure of the Government’s tactics. 
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In the Valley itself the results can only be described as 
“piffling” insofar as taking away business from the private 
companies is concerned. It does not serve a single town 
which uses as much electricity as Macy’s Department Store 
in New York. Of course, if the Authority can succeed 
in getting control of the business of such cities as Memphis, 
Chattanooga, Knoxville and many others the picture will 
change rapidly. But the only way it can do this is by 
strong-arm methods. They can go 
into those cities and by holding 
over the stockholders of the exist- 
ing electric light and power com- 
panies the threat of a municipal 
plant which will sell service at any 
old price and scare them into turn- 
ing over their properties together 
with all their rights and franchises 
at a price which may not be more 
than 25 per cent of their real 
value. This, of course, the Author- 
ity may do just as it forced the 
closing down of some six steam 
plants in the Southeast in order 
to provide a market for current 
from Wilson Dam. 

Out on the Columbia River 
where the T V A project is being 
duplicated we find another splen- 
did example of government eco 
nomic planning. When the struc- 
tures had been built the authorities 
in charge suddenly discovered that 
they had no market for current. 
The territory has already reached 
the saturation point. It is a curious 
thing but whenever a government 
activity is being planned no one 
seems to think about the market for the commodity which 
that activity will produce. Now Washington is trying to 
find some way of drumming up a market. 

The whole trouble with this whole governmental hydro- 
electric policy is that its advocates have always thought 
that all they had to do was to build a hydro-electric plant 
and the market, in some magical fashion, would spring 
up out of the ground. It is most unfortunate that this is 
not true. In connection with the Columbia River devel- 
opment Washington is turning longing eyes to the electro- 
chemical industry without stopping to realize, apparently, 
that the market for electro-chemical products is already 
over expanded. If the St. Lawrence River project is ever 
started and completed the Government will find itself faced 
with exactly the same situation as it will when the genera- 
tors are started at Boulder Canyon Dam. The markets 
which can be served by these two great power generating 
schemes are already over supplied with generating facilities 
and the only thing the Government can do—and this was 
suggested by the writer earlier in this article—is to take 
the market away from the private companies by strong 
arm methods at the expense of the taxpayers as a whole. 








AW Sh 


Lower Rates from Private Enterprise 


When it comes to the competition of existing municipal 
plants with privately-owned local plants the most interesting 
aspect of the Electric Rate Survey published last year by 
the Federal Power Commission was the confirmation of 
the fact that privately operated utilities have, on the aver- 
age, lower rates for electricity than municipal plants. Of 
course the figures studied by the commission for the pur- 

(Please turn to page 251) 
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| (n. p.) 








224 THE MAGAZINE OF WALL STREET § fo, Jl 














of Leading Public Utility Companies 


ndar year 1935 unless otherwise noted. 
























































— Ratio of Maint. & Deprec. to Common Stock Earnings 
rT, Ht, A a Recent 
hone Plant Latest Price of | Common COMMENT 
A Gross Value 19384 1935 1936 Common Dividend 
3 NF NF $2.46 $4.30(1) aaa. 1% None Earnings are trending slowly upward, with more speedy recovery 
on ist Pfd. on ist Pfd. largely dependent on improvement in Latin America, where system 
derives 81% of operating revenues. Large bank loans due in 1938 
- being steadily reduced. 
1% 18.9% 3.38% 1.66 1.88 1.92(3) 37 1.40 Principal properties in Central West constitute an integrated 
iting system. Earnings trend is strongly upward. Management is 
efficient and progressive. 
1% 12.2% 2.98% 1.31 1.34 1.41(3) 21 1.20 After steady decline in net since 1929, this company in 1935 showed 
ke a small upturn. Is bringing natural gas to Detroit this summer, 
which should stimulate earnings of this subsidiary. 
l 11.9% 1.45% 2.23 4.24 4.81(3) 12 None While earnings recovery has been sharp nothing is as yet available 
on Pfd. on Pfd. on Pfd. for common shares, Six major Gov’t power projects threaten 
serious competition upon completion, but in meantime upturn in 
' electric output should continue. 
'% 14.7% 1.98% 1.03 1.32 1.40(3) 23 None Electric properties, extending into four states are almost entirely 
iter interconnected. Early in 1986 acquired control of Community 
Water Service, an $80,000,000 system, through purchase of 39,078 
; - shares of Pfd. for $500,000. Could resume common dividends. 
16.9% 2.08% Fixed Fixed aoe 1% None _ Properties in N. Y., Pa., and N. J. supplying 75% of gross revenues 
charges charges could be welded into a closely integrated system, but remainder of 
earned earned vulnerable. Huge Gov’t tax suit plus corporate difficulties make 
> 0.98x 1.01ix nts junior securities very speculative. 
oduct 11.1% 2.46% 5.25 4.06 3. 40(3) 46 3.00 While company is conservatively managed and financed, down- 
ke trend in net has not yet been arrested. Emphasis is being placed 
on appliance sales, which have reached a new peak, to recapture 
= : ; ne ee St Re ee ae St nto earning power. 
% 16.7‘ 3.39% do.19 d0.04 0.03 416 None Major portion of business of Cities Service is oil and natural gas, 
SC. 1st quarter which divisions have experienced considerable improvement. 


Utility division also is showing good recovery. Financial position 
has shown marked improvement. 

17.1% 3.00% 0.25 0.43 0. 54(3) 19 0.40 Sharp uptrend in net in 1935 indicates intrinsically sound outlook 
for this Co., the largest natural gas system in the East. Contract 
for 15 years to supply Detroit with natural gas should be reflected 
in higher net earnings. 











4.956 £OoO1 ~ 0.035) 3 ~~ None Earnings have expanded to point where small amount available for 
on $6 Pfd. common. Further improvement expected. Low promotional 
ae ee ee ere : aoe rates effective, especially in meeting TVA competition. ; 

15.0 4.82% 6 38 6 39 6. 29(3) 99 4.00 Substantial earning power, developed on low residential rates 
averaging only 4.4 cents per k. w. h. in 1935, attest company’s strong 
aa le ea) a eee , __ position. 
12.7°; 3.27% 4.04 4.41 4.51(3) 92 3.60 Earnings continue to gain gradually under guidance of progressive 
management, who have maintained excellent public relations, and 
ee ee : granted frequent rate cuts. 
/p 14.3 2.79% 2.18 2.01 1,91(3) 33 1.00 Because about 75% of revenues are derived from electricity and 
am only 21% from gas, company has changed its name from Consol- 
idated Gas Co. of N. Y. Earnings decline now probably arrested, 
: ee ee eee “ and gradual rise probable. ; 
0 16.1% 3.00% 4.28 7.61 8.41(5) 140 4.00 With an industrial load of about 33% of total sales, the marked 
im increase in automobile manufacturing in Detroit has been benefit- 
. ing this company tremendously. Company’s rate policies are 
pac Ol So ¥ : ___ progressive. 
/o 18.2% 3.58% 9.70 9.43 9.15(5) 160 8.00 Residential rates relatively high, and while the cut made in April, 
im 1935, stimulated sales earnings have not yet fully recovered this 
: ee ae SR 7 rate reduction. 
NF NF 0.20 1.22 4.11(3) 16 None Control of United Gas Corp. has stimulated recent greater activity 
on Pfds. on Pfds. on Pfd. in company’s shares, not only because of large steady gains in 
natural gas sales, but discovery of oil. 





THA 1.82% 





























Gi 17.0% 2.60% 2.58 $73 ~ 4.73(8) 13 None While earnings are trending upward, still nothing shown for com. 
im on Pfds. on Pfds. on Pfds. shares. Puget Sound properties subject to effects of Government 
competition. Over 90% of common held by Stone & Webster, Inc. 


“11.8%  #41.18% 2.79 3.08 : 3 ‘None Federal Water has an additional earning equity in Southern Natural 
on Pfds. on Pfds. Gas equivalent to $2.05 a share on its preferred shares, but still has 
a considerable way to go to cover pfd. divd. from water earnings. 


a 14.7°% NF def. 0.30 0.24 2 None Acquired control of Virginia Publ. Serv., Eastern Shore Publ. Serv., 
on Pfd. on Pfd. Tide Water Power, Georgia P. & Lt., and Florida Power Corp. in 
1935. Heavy accumulations on Pfds. obscures outlook on Cl. A 
common. 
14.7°7 1.89% 1.14 0.76 3 None Readjustment of Gatineau contracts with Ontario Hydro-Electric 
on Cl.A on ClA Commission, leaving company with no earnings available from 
Canadian properties may necessitate ultimately scaling down of 
interest payments on company’s debentures. 














14.5% 2.52% 1.63(a) 1. 64(a) 1.74(a) 22 1.50 The effect of rate cuts has been overcome, and earnings are now 
(3) again trending upward. The company is practically an operating 
company. 
NF NF 0.85 0.79 0.83(3) 10 0.60 Trend of earnings shows signs of sustained improvement despite 
some TVA competition. Electric Bond and share owns about 46% 

of its common. 


o 11.1%, 2.16% 1.99 0.41 0.90(3) 15 None Net earnings in 1935 affected by higher taxes and higher avg. 

m temperatures during the year. Summer air conditioning business 
is slowly gaining, but presents interesting future possibilities. 

16.9% 2.40% 0.46 0.50 0.50(3) 9 None Constant rate agitation and increasing tax burden have restricted 
earnings recovery. Has announced a program of large scale re- 
funding of bonds into lower coupon issues, which should save 
substantial sums. 


18.6% 3.65% 1.04 1.35 1. 45(3) 27 1.00 This conservatively financed and progressively managed holding 
company has experienced substantial recovery in earnings. Average 
residential rates are low. Common stock possesses considerable 

= : degree of leverage. 
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Past, Current and Prospective Position ] of 


All figures are for the calendar year | 


















































Gross Ratio - Derivation of Gross Revenue——_ Ratio of 
Plant— Funded Common Operating Com. Stock Rwy. Water, Hit, — 
Company Book Value Debt Stock Revenues Earnings Elec. Gas andIce Telephone 
" Seo (millions) (millions) (shares) _ (millions) to Gross % % Ne % Gro 
Pacific Gas & Electric.................... 588.3 289.5 6,261,357 92.1 14.2% 70 23 m 1 Tie 
($25 par) 
Pacific Lighting.......... De SE . 163.2 489.5 1,608,631 49.5 14.1% 18 82 ae +) iy 4 
(n. p.) 
Peoples Gas, Light & Coke (Chicago)........ 138.9 85.3 664,421 7. «23% °««~«. 100 ee 12. 
($100 par) 
Public Service of N.J.................... 686.2 179.5 5,503,193 119.2 11.7% 55 24 21 ~ 16.7 
(nm. p.) 
Southern California Edison................. 313.7 (173.7 ~—=—«3,182,805 38.0 14.1% ~—«:100 Ce ia 7 14.3 
($25 par) ; 
Standard Gas & Electric..... ete Pa . 555.9 348.2 2,162,607 1241 d 66 | j 14 3 “7's 
(4 (4) (n. p.) (4 
United Gas................ Tetra eine 231.2 21.4 ° ®#&«2+7,;,818,959 27.2 ~~ d 7 88% Oil, gasoline and sul- NI 
($1 par) Nat. phur 
Gas 12% 
United Gas Improvement...... Rcsce eo 241.0 23,251,755 100.0 25.4 17 17 4 2 ~ 42.6 
(n. p.) 
United Light & Power..................... 391.2 261.7 2,405,332 80.1 °  ° #©«©4 46 41 8 Coke — ~ 15.2 
Cl. A (n. p.) 5% 
Utilities Power & Light... “a... 25.8 2865  g6anes) 86468 #«#«#«3$d ; 80 me | ; —— “19.4 
Cl. A ($1 par) ‘1) 3% 


Telephone and Tele | gra 





Ratio Com. Ratio of 
Company Funded Common Gross Earnings Maint. and Deprec. to 
ee ee er Plant Debt Shares Revenues to Gross Gross Plant 19, 
American Tel. & Tel...... 3,205.5 575.7 18,662,275 934.4 14.2% 37.2% 10 8’, 5.. 
($100 par) 
International Tel. & Tel........ nape 234.8 141.7 6,399,002 89.4 6.5 15.5% 4.81°, 0. 
| (n. p.) 
| 
| a : any ee 
Western Union Telegraph ; , : 293.9 106.1 1,045,279 89.9 5.8% NF NF 4 
($100 par) 


Management and Miscellaneous Hold | ing 








Funded Preferred Common 
Company Assets Debt Stock Stock 
: : (millions) (millions Shares) (Shares) 1 
American Cities Power & Light ‘ : s 30.4 (m None 154,222 Cl. A 2,908,486 Cl. B 0 
$55 liq. value) ($1 par) 
American Superpower 47.2 (m) None $6 1st Pfd. 247,095 8,293,005 do 
$6 Pref. 235,207 (n. p.) 
Central States Electric. . TET OLDE LE 37.3 (m) 37.2 163,640 7% 8.6% Pfd. 10,114,148 Bon 
| 46,974 Conv. Pfd. ($1 par) cov 
0 
Electric Bond & Share j =e 287.3 (m) None 300,000 $5 Pfd. 5,267,147 0 
1,155,655 $6 Pfd. (par $5) 
Stone & Webster ; pth sie he eee 71.7 (q) None None 2,104,391 (n. p def 
United Corporation ; é VET 226.6 (m) None 2,489,065 $3 Pref. 14,631,197 (n. Pp 0 
a—Earned on combined Cl. A and Cl. B shares. d—Deficit. NF—No 
b—600,000 additional shares issued March 3, 1936. m—Market value as of Dec. 31, 1935. 1)—Tw 
in connection with bond conversion. q—Investments valued at cost or book value. 2)—Tw. 
—_— - - — A 
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of Leading Public Utility Companies (Continued) 


endar year 1935 unless otherwise noted. 














Ratio of Maint. & Deprec. to Common Stock Earnings 
er, er, Ht, _———— Recent 
lephone Plant Latest Price of Common COMMENT 
fo Gross_ Value 1984 1935 1936 = Common __ Dividend 
1 97.2% 2.71% “1.52 2.10 2.25(3) 36 1.50 Has put through complete refunding program on funded debt which 


should add to net earnings available for common. Gross revenues 

Pen i ae Nee ee ae Waele attained record levels in 1935, and net has steadJy improved. 

7 17.2% §.22%7, 2.72 4.35 4.22(3) 50 2.40 Despite rate reductions, revenues reached a new peak in 1935. 
Company has a large industrial load in the Los Angeles area; but 
aa factor in residential load is temperature because of 

, ee ee ae ; large use in house heating. 

12.6% 3.37% 2.89 1.52 1.41(3) aq None Total sales of gas in 1935 were 22% higher than in 1934, but gross 
advanced less than 7%. Chief factor in lower net was heavier 

a. en ae ee ae taxes. Improved outlook from now on, however. 

16.7% 3.72% 2.82 2.53 2. 42(5) 44 2.40 Large rate cut in May, 1935, affected earnings for year, but effect is 
rapidly being overcome. Heavier taxes and higher costs also hav- 
ing adverse effect on earnings. Territory highly industrialized and 

— ee ee compact, and management good. 

14.3°% 1.71% 1.17 1.65 2.01(3) 26 1.50 Gross revenues recovering rather slowly, but excellent water con- 
ditions have permitted large savings in operations. Effect of bond 

= ~_ So ee eee eee 3 refunding into low coupon issues should become apparent this year. 

3 17.3% 3.87% 4.27 NF own 7 None —— earnings uptrend may indicate that eventual reorganization 

on $7 Pr. Pfd. will not be drastic. While system would be subject to attack if hold- 

ing Company law is found Constitutional, properties are but little 
hae _ wr erste, Psat ae — Eines a, : ected by government power projects. 

id sul- NF NF 1.57 2.03 ~ 3.66(2) 8 None Company’s natural gas properties have shown strong recovery in 

on 2nd Pfd. on 2nd Pfd. on and Pfd. 1935, and system is being extended. Longer term prospects en- 

couraging, with additional speculative Pere added to discovery of 
= a ee _— ee ee —_ oi] on properties in Rodessa field. 

2 12.6% 2.31% 1.19 1.09 1.07(3) 15 1.00 A soundly capitalized company serving a compact industrial area in 

eastern Pennsylvania and Connecticut. Effect on share — 

of adoption of promotional rates should soon appear. Loss of 

; mle: ee ee eee ee eee Phila. gas contract will not lower earnings appreciably. q 

oke 15.2% 3.02% 1.64 4.89 5.15(3) 6 None While earnings showed substantial improvement, nothing as yet is 

5% on Pfd. on Pfd. on Pfd. available for Cl. A or Cl. B common. Could effect further sub- 
stantial savings through additional refunding of underlying bonds 

_ ee ee ee se ae ae into lower rate issues. 

19.4% 2.90% ae d0.89 aes 1% None Speculative possibilities for the Pfd. and Cl. A stock lie in system’s 

on Pfd. (1) large British properties, which are showing excellent growth in 
revenues. Heavy capitalization, however, acts as a handicap. 
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~—Earned per Share Common————_—__ ~ Recent 
to Latest Price of Common COMMENT 
ant 1933 1934 1935 1936 Common Dividend -- 
a 5.38 5.96 5 ee | 6.97(3) 165 9.00 Telephone installations now g gaining briskly—ist quarter 1936 


about 201,000 instruments against 112,000 in ist quarter 1935. 
Exceptionally liberal depreciation and ‘maintenance permit con- 
tinuance of $9 dividend. 

LY 0.11 0.57 0.90 sini 14 None Earnings have improved as a result of gradually improving economic 
conditions abroad. Elimination of Postal Telegraph division now 
permits showing a truer picture. 

F 4.17 2.14 5.03 5. 76(3) 80 2.00 Western Union is very sensitive to business conditions. Strong 
improving trend oe hae second half last year. Intends to pay off 
$15,000,000 614% bonds maturing July this year out of Treasury 
and a short term 1 bank loan. _ 








djing and Investment Companies 


Earned per Share Common Recent Common 
Latest Price of Dividend COMMENT 
1934 1935 1936 Common ™ 7 ea iene ee 
» C1. B 0.12 0.19 6 None Portfolio end of 1935 consisted of about 40% North American com. | 


17% of Blue Ridge com., and remainder of miscellaneous holdings. 
Class B 3 stock had liquidating v: value of $5. 72a share Dec. 31, 1935. 


d0.28 d0.29 214 None More important — include 3, 500, 000 shs. Com. & Southern, 
167,700 United Lt. & P. Cl. A, 100, 000 Pac. G. & E., 85,000 com. 
Edison of N. Y., 60, 000 Brazilian Traction, 1,000,000 United Cor. 
Second Pfd. asset value $78 end of 1935. 














18 Bond int. Bond int. ~ Owns 744,836 shs. of North Amer. com., 1,938,655 shs. of Am. 
covered covered Cities P. & Lt. Cl. B,—771,989 shs. of Electric shareholdings com. 

0. 42x 0.35x Saws 2 None and relatively small amount of other securities. At end of 1935 | 

ay __each $1,000 bond had liquidating value of about $1,005. | 

0.21 0.16 0.16(3) 20 None Would suffer severely if Federal legislation is held constitutional, 


but if not, decision should be very bullish on the common stock, 
which has tremendous leverage as a result of its holdings. 


1 (n. p. def 0.46 0.04 0. 36(3) 18 None Chief investments 92% Engineers Public Service com. and 94% 
Sierra Pacific Elec. common. Construction activities and under- 
writing are other activities, but utility outlook dominates future } 
of stock. | 
| (nl. p. 0.17 * 0.11 : 6 None The common stock in past has usually sold near its book value, } 
The large preference issue lends considerable leverage to common | 
in a rising utility market. 





NF—No figures available, or net yet available. (3)—Twelve months ended Mar. 31, 1936. (5)—-Twelve months ended April 30, 1936. 
1)—Twelve months ended Sept. = 1935. (4)—Year 1933, or end of 1933 year. 
2)—Twelve months ended Feb. 1936. (x)—Times earned. 
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atural Gas Shows Dynamic 
Possibilities 


Extension of Use and Increasing 


Demand Favor Certain Companies 


By Munrog E. MarsHa tt, Jr. 


HE service of supplying na- 
tural gas is one of the most 
dynamic divisions of the pub- 

lic utility industry. In the first 
three months of the current year 
all previous records of natural gas 
sales were broken, and the same 
was also true of natural gas reve- 
nues. According to the American 
Gas Association, sales were up 21.3 
per cent and revenues gained 17.4 
per cent over the first three months 
of 1935. The number of custo- 
mers increased 3.3 per cent to 
more than 6,032,800. 

Better business conditions gen- 
erally have undoubtedly contri- 
buted to the current showing of 
the natural gas industry, but to an 
even greater extent developments 
within the industry itself may be 
credited not only for the upsurge 
in sales and revenues this year 
but a decidedly promising prospect 
for the future, as well. 

As a fuel, natural gas enjoys 
superior qualities which give it 
important competitive advantages over coal, oil, manufac- 
tured gas and electricity, for both industrial and domestic 
consumption. The important features of natural gas are 
high heat content, high combustion efficiency, ease of 
handling and control and large users are relieved of the 
necessity of providing facilities and capital for fuel inven- 
tories. This combination of qualities makes natural gas a 
most economical medium by comparison with other fuels. 

Natural gas may be utilized for any purpose where 
manufactured gas may be used, with the added advantage, 
however, of having a higher heat content. The heat con- 
tent of manufactured gas averages about 530 British Ther- 
mal Units per cubic foot, while that of natural gas is about 
1100 British Thermal Units—more than twice as much 
as manufactured gas. 

Probably the most potent impetus given to expanding 
sales of natural gas has been the greater accessibility of 
important consuming centers, made possible by the greatly 
increased scope of pipe-line transportation facilties. Prior 


2.28 





to 1927, natural gas was available 
only within a radius of about 100 
miles of the source of supply but 
with the development of high pres- 
sure welded steel pipe, the avail- 
ability of natural gas was increased 
more than tenfold. Today natural 
gas can be transported 1200 miles 
from its source and it is thought 
possible that this distance may 
ultimately be increased to 1600 
miles. As a result natural gas is 
being marketed in most of the 
important sections of the United 
States, with the exception of New 
England and the extreme North: 
west. 

Users of natural gas may be 
divided into two general classifica- 
tions, (1) domestic, commercial 
and industrial customers served by 
the utility companies and (2) field, 
carbon black and petroleum refin- 
ery customers. The number of 
industries to which natural gas is 
an important product has been 
steadily enlarged and among the 
more important ones are steel, iron, glass, brick, pottery 
and china, printing, baking cement, lime, soap, rubber 
and automobile parts. One of the oldest industrial outlets 
for natural gas is the carbon black industry. Carbon black 
is manufactured by the incomplete combustion of natural 
gas—the flame being directed against a cool metal surface. 
Because of the great quantities of cheap gas required, 
operations in the carbon black industry are carried out 
close to natural gas fields and the leading manufacturers 
of carbon black are likewise important factors in the natural 
gas industry, marketing large quantities of surplus gas. 

In importance, however, industrial consumption of 
natural gas is overshadowed by domestic consumption. 
Although domestic consumption accounts for a much 
smaller proportion of the total output of natural gas than 
industrial consumption, it contributes a substantially larger 
proportion of revenues than the latter. Natural gas used 
ty industry accounts for about 60 per cent of the total 
volume, but contributes only 30 per cent of revenues, while 
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conversely, domestic uses contrib- 
ute 60 per cent of revenues and 
oly 30 per cent of the volume. 
Sales of natural gas for domestic 
purposes showed a pronounced up- 
turn last year, the total of 306,221 
million cubic feet being a gain of 
more than 7 per cent over 1935. 
This is particularly significant in 
view of the fact that sales of manu- 
factured gas for domestic purposes, 
other than house heating, last year 








Leading Factors in 
Natural Gas Industry 


gress appears very unlikely. The 
natural gas industry itself, how- 
ever, is reconciled to the passage 
of a regulatory measure sooner or 
later but this prospect is being 
viewed with comparative equanim- 
ity, the feeling being that regula- 
tion within the limits proposed 
thus far would constitute no seri- 
ous blow either to the industry as 
a whole, or its corporate entities. 
Taxes have risen in the natural 





declined 3 per cent. 
The possibilities for the further 





Company Recent Price 
Columbia Gas & Electric........... 19 
WRSINMIR RMU) cos a4.» prs genio o sie wai nete sexe 8 
RU MONE IONS 66.55 cise ce ses is deca 12 

| Pacific Lighting ................... 50 

Arkansas Natural Gas.............. 6 | 

| ee ee ee ee 77 | 

Columbian Carbon ................. 120 | 

| 


gas industry but in this respect it 
has fared somewhat better than 














atensive development of both the 
industrial and domestic markets for 
natural gas have by no means been exhausted. During the 
past decade natural gas customers have increased at the rate 
of about 500,000 annually, but it is estimated that consider- 
ably less than one-third of the nation’s population is served 
by natural gas at the present time. At the present time 
there are in existence some 50,000 miles of natural gas 
unk lines, capable of handling a considerably larger load 
than is currently required. In fact the capacity of many 
trunk lines has never been tested, even in the late boom 
years. It is also probable that there are many communities 
within the range of natural gas service which could be 
profitably served by branch lines and it is possible that the 
next several years will witness greater activity in this direc- 
tion, with the construction of new trunk lines likely to 
ie less active. Walter J. Beckjord, Vice-President and Gen- 
eral Manager, Columbia Gas & Electric Co., sums up the 
long range prospect as follows, “The true value of natural 
yas as a household fuel, as a high grade fuel for specialized 
industrial heating operations, and as a raw material for 
ynthetic chemical purposes is just beginning to be fully 
appreciated. The potentialities along these lines are tre- 
mendous.”” 

Apparently the industry is alive to its possibilities, as 
may be indicated by the extensive promotional campaign 
which has been planned. Also responsible elements identi- 
fed with the industry are taking a foresighted view with 
respect to rates, making a sincere attempt to keep them 
uficiently low to encourage greater consumption and at 
the same time avoid rate litigation with its attendant loss 
of consumer good will. 

So far as reserves are concerned, responsible geological 
urveys "indicate ample supplies for 
many years to come and there is r 


the electric power and light com- 
panies. Moreover, the percentage 
of gross revenues absorbed by taxes in the natural gas divi- 
sion of the public utility industry has been less than in the 
case of manufactured gas companies, power companies and 
telephone companies. In 1934, taxes paid by the natural 
gas industry were slightly less than 9 per cent of gross 
operating revenues as compared with nearly 13.5 per cent 
in the case of the electric power companies, 11.7 per cent 
for manufactured gas companies and 9.76 per cent for 
telephone companies. 

Even granting the unfavorable implications of possible 
Federal regulation and higher taxes, the natural gas indus- 
try would appear well prepared to cope with either event 
if and when they materialize, assuming, of course, that 
regulation and taxation are restrained within reasonable 
limits. Of the natural gas industry it may be said that it 
is in the enviable position of having completed that part 
of its expansion program requiring the largest capital out- 
lays, while greatest financial results of increasing consump- 
tion and broadening markets are still to be experienced. 
From this point on it is more than likely that with a 
larger percentage of gross revenues being saved for net 
income, the industry will be able to absorb regulation and 
taxes without undue difficulty. 

At the present time the natural gas industry represents 
a capital investment of $2,250,000,000 and there are nearly 
1,300 companies engaged in supplying natural gas to 5,248 
communities in 38 states. Of this large corporate family 
there is a group of companies which have definitely estab- 
lished their leadership—head and shoulders above the rank 
and file of units whose interests are more or less local. 

Columbia Gas & Electric Corp., is easily one of the 
foremost factors in the natural gas 
industry. The company’s system 





NATURAL GAS SALES” 


comprises seven principal operat- 
ing units with facilities intercon- 
nected and serving some 1,300 com- 
































munities in the East and Middle 
West. Although electric proper 
Y ties are included in the system, the 

company derives about two-thirds 
of its revenues from the sale of 
gas and this division of the com- 
pany’s activities promises to con 
tinue to predominate both current 
and prospective earnings. Serving 


tA KZ a highly industrialized territory, 


earnings are sensitive to the gen- 
eral level of business activity. 
Moreover, the company has had 

numerous rate controversies in re- 
GuBtuce cent years. Last year, however, 
Li the downward trend in earnings 
































light prospect that well exhaus- 

tion holds any immediate threat to | 

the position of established com- 1200 
panies. | 1100 
The principal uncertainties in 

the natural gas prospect are the | _ 
threat of Federal Regulation and | 900} 
higher taxes. At the present time SS ol 
the industry is free of any Federal | Fs] 
regulation. At this session of ia ™ 
Congress a bill was introduced pro- 11S 600 
viding for Federal supervision of | ¥ Gy 
the transportation of natural gas || 2 5 
in high pressure mains in inter- |] = 400 
tate commerce, but did not cover | 100 
production, local distribution or | 

other matters concerning which aes 
there may have been any doubt as 100 
(0 constitutional authority. As 

this is being written, the passage 





of this bill at this session of Con- 


ok J , 
1929 1930 1931 1932 1933 1934 1935 





which had been in progress since 
(Please turn to page 258) 
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R.R. Surcharges to be Continued? 


It appears not unlikely that the Inter- 
state Commerce Commission will per- 
mit a continuance of the emergency 
surcharges on railroad freights; argu- 
ments have been concluded and a de- 
cision is expected before the end of 
June. These surcharges have increased 
railroad revenues at the rate of about 
$100,000,000 annually, for the most 
part accruing to roads in the industrial 
East. Should the Commission’s decision 
be favorable to the roads, in the present 
improved general setting there might 
well result some minor fireworks in 
railroad stocks. Between April 18 and 
December 31, 1935, New York Cen- 
tral’s net income was increased some 
$7,200,000 by the surcharges, that of 
Illinois Central $2,000,000 and that of 
the Delaware, Lackawanna & Western 
more than $1,000,000. Between April 
18 and November 30, 1935, 


For Protit 


of the industry—price cutting—is still 
to be reckoned a potential source of 
danger. It is a danger that will only 
be removed when the industry can em- 
ploy a larger percentage of its grossly 
excessive productive capacity. The 
situation on the Eastern Seaboard con- 
tinues under the influence of heavy 
importations of foreign cement. 


x * * 


Investment Demand Insatiable 


Despite the talk—and not illogical 
talk either—that interest rates have 
become so low that they must shortly 


$3,207,000, a figure almost six times 


that reported a mere two years 
ago. 
Net income for the most recent 


period was equivalent, after interest, 
depreciation and taxes. to $5.80 a share 
on each of the 415,026 shares of com- 
mon stock outstanding with the public. 
Although this is a huge margin over 
the $1 dividend that is being distrib 
uted, so fast has the business grown 
and so great is the need for money to 
finance the expansion that stockholders 
necessarily must be patient. Bank 
loans at the end of the last fiscal 
year stood at $3,800,000, but there 

has been some reduction 





Baltimore & Ohio benefited — 
to the extent of nearly || 
$3,900,000, Southern Rail- || 
way some $2,000,000, the 
ennsylvania nearly $8,- 
000,000, the Erie $1,800,- 
000 and Louisville & Nash- 
ville $1,700,000. 


* * * | 


Good Dividend News Food Machinery............ June 18 More than regular 26 cents. 
als | General Electric............ June 5 Regular 25 cents. 

Recent dividend news has | Howe Sound...............June 9 More than regular 76 cents. 
been excellent. Union Car- Industrial Rayon............ June 9 Less than regular 42 cents. 
bide raised its quarterly | ae ne erry = June 16 Usual 30 cents. 
payment from 30 cents a Magma Copper............. June 17 Usual 50 cents. 
share to 60 cents, Crosley National Cash Register...... June 18 More than previous 12! . cts. 
Radio declared 50 cents, er June 8 Regular 75 cents. 
the first payment since this Westinghouse Air Brake.....June 12 Regular 25 cents. 


time a year ago when || 
25 cents was distributed; L— 





Company 
Air Reduction....... 


Am. Brake Shoe & Foundry..June 9 
Brooklyn-Manhattan Transit. June 15 
Detroit Edison........ 
Firestone Tire & Rubber..... June 12 


Coming Dividend Meetings 
Approx. 
Date 

....June 10 


Regular 30 cents. 
Regular 75 cents. 
~as0ss gue 2) 
Regular 30 cents. 


Probable Action 
(On the common) 


Expect new stock to be placed 
on a regular $2 div. basis. 


More than regular $1. 


since. 


* * * 


Stocks 


In the present setting, 
with the investment of capt 
|] tal becoming a harder and 
harder task, it might be 
| well for those who have 
searched the bond market 
unfruitfully to see whether 
there is anything suitable 
yin the field of guaranteed 
| railroad stocks. The field is 
‘| one which offers a consid 
erable choice of investment 
caliber. Guaranteed  rail- 
road stocks usually arise 
from a lease agreement, 


| Guaranteed Railroad 
| 
| 
| 








Hercules Powder is now on 

a regular quarterly basis of $1.25 com- 
pared with 75 cents previously; Amer- 
ican Power & Light doubled the pay- 
ment on both the $6 and $5 preferreds 
and distributions are now being made 
at half the face rate; while Commercial 
Credit is now paying $3 annually, 
against $2.50 previously. 


* * * 


Outlook for Cement Improved 


Although somewhat under the highs 
of the year, the cement stocks have 
been displaying considerable firmness 
recently. This is a reflection of the 
greatly improved sales and the prob- 
ability that demand will increase even 
further; activity in heavy construction 
of all kinds is quickening. However, 
lest the picture appear too encourag- 
ing, it should be noted that the bane 
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firm, there are certainly few present 
signs of such a happening. The $30,- 
000,000 Standard Oil (New Jersey) 
three-per-cents which were offered at 
98 became 99 bid on the day of the 
offering. The new Brooklyn Edison 
34s are at a premium over their offer- 
ing price; the same is true of the Con- 
solidated Edison 3's and 3!4s, the 
Youngstown Sheet and Tube 37s, the 
Chesapeake & Ohio 3!4,s and a dozen 
others. It will be noted that all these 
issues are strictly high grade; the in- 
vestment demand for such evidently is 
far from slaked. 


* * * 


Philip Morris 


Reporting for the fiscal year to 
March 31 last, Philip Morris & Co., 
Ltd., showed an operating profit of 


under which a small lessor 
company leases its entire property for 
a long period of years, the lessee com: 
pany undertaking to pay all expenses 
of operation, bond interest and a cer’ 
tain specified return upon the lessor’s 
common stock. Some of these stocks 
are extremely high grade investments. 
Such a one, for example, is the New 
York & Harlem Railroad which carries 
a $5 dividend and is selling today at 
about $131 a share. It is over this 
company’s tracks that the New York 
Central enters New York City and it 
is inconceivable that the Central would 
default on the rental and permit the 
breaking of the lease agreement. And 
there is nothing that the New York @ 
Harlem stockholder would like better, 
for if control of the company p 
back to its owner the stock undoubtedly 
would be nearer $500 a share than 
$100. In a somewhat similar position 
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isthe stock of the Morris & Essex Rail- 
road, whose $3.87'/ dividend is guar- 
anteed by the Delaware, Lackawanna 
¥ Western. The Morris & Essex gives 
the “Lackawanna” its only entrance to 
the port of New York. There exist 
posibly a hundred or more of these 
guaranteed stocks, many of them repre- 
enting ownership to property that is 
vital to some big system. Among the 
more interesting might be cited Albany 
§ Susquehanna, Cleveland & Pitts- 
burgh, United New Jersey & Canal and 
Canada Southern. 


* ** 


Significant Figures 


Appearing regularly each week are a 
number of supremely important statis- 
tics on the general trend of business. 
Everyone in business or having to do 
with securities follows these figures. It 
may, however, be useful to list them as 
they appear, showing the period to 
which they apply. For the sake of con- 
aistency we give them on the basis of 
the morning newspaper, although some 
ae available the previous after- 
noon, 

Wednesday, American Pe- 
toleum Institute's figures on 
aude oil output and refinery 
operations, covering the week 
to the previous Saturday. 
Thursday. Edison Electric 
Institute's figures on total and 
rgional power production for 
the week ended the previous 
Saturday. 

Thursday. Iron Age figures 
on steel ingot production for 
the week ended the previous 
Saturday. 

Friday. Federal Reserve 
Bink statistics covering the 
ag to the previous Wednes- 
ay. 










Friday. Brokers’ loans by 
mmber banks in New York 
City for their own account as 
of the previous Wednesday. 

Saturday. Association of 
American Railroads’ figures on 
loadings for the week ended 
he previous Saturday. 


x ok x 
Margin Subtleties 

Buy a 100 shares of stock at 
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and Income 


$100 a share and the broker will de- 
mand at least $5,500. If the stock 
declines to 90, another 100 shares can 
be bought by putting up $4,950—it is 
not necessary to restore one’s margin 
of 55% on the original purchase. How- 
ever, should the stock decline a point 
or two under 80, the broker will write 
a polite letter informing the customer 
that his equity has now dropped below 
40% of the value of the issue and that 
more margin would be desirable. If 
the customer does not want to put up 
more money, the whole thing becomes 
a stand-off; the broker does nothing 
further and neither does the customer. 
His account becomes known as “re- 
stricted.” If the stock goes on drifting 
down until the customer's equity be- 
comes only 30% of the market value, 
then another margin call will be dis- 
patched. This one really means what 
it says and the customer will lose his 
stock if he does not answer it. 

Sell 100 shares of stock short at $100 
a share and the broker demands only 
$1,000. However, the other day we 
heard of a gentleman who wished to 





ws 


Cement rock being quarried 





sell 500 shares of Commonwealth & 
Southern short, though why anyone 
should want to sell short Common- 
wealth & Southern or any other stock 
at $3 a share we haven't the slightest 
idea. Well, the broker replied that he 
would be pleased to execute the order 
on receipt of $5,000, a minimum of 10 
points a share. This looked pretty 
steep to the prospective seller for stock 
that could be bought outright for $1,500 
and we understand that the deal fell 
through. Interesting, some of these 
SEC and Federal Reserve Board reg- 


ulations! 


* * * 


Great Northern 


Buy ing of Great Northern Preferred 
has been based on the belief that the 
road will show substantial earning 
power this year. Iron ore shipments 
are expected to show a very substan- 
tial increase over 1935 and, if only 
farm and forest products shipments are 
reasonably good, earnings of between 
$4 and $5 a share would be possible. 
This will be modified one way or an- 
other, of course, by the dividend action 
of the Chicago, Burlington & Quincy, 
which is controlled jointly by the Great 
Northern and the Northern Pacific. 
Last year the Burlington distributed $2 
a share on its common stock. 


* * * 


Merchandising Progress 


Reflecting generally better 
business, greater employment 
and increased purchasing 
power, particularly in the farm- 
ing districts, the latest Fed- 
eral Reserve review of depart- 
ment store sales continues to 
show gains over last year. For 
April, sales of reporting sys- 
tems were 5.3% better than 
for the corresponding period 
of 1935. The variety stores 
still make a better relative 
showing than groceries. For 
the first half of May, sales by 
department stores in the New 
York metropolitan area were 
nearly 11% better than a year 
ago. These figures and those of 
the mail order houses which 
made remarkable gains, afford 
the reason for the recent up- 
ward surge in merchandising 
stocks. With every evidence 
that the present favorable 
trend will not be interrupted, 
it will be surprising if the mer- 
chandising stocks fail to make 
further gains. 
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A New Outlook for 
Gold Stocks 





























Possible World Monetary Agreement 
Lends Strength to Gold Mining Issues 
By H. F. Travis 
FTER nt ~] accelerated since 
comparatively F Pee " early 1934 by the 
docmnet sar Stocks of Leading Gold Mining Companies | reduction in the 
ketwise for some — ices gold content of the 
months, gold shares 1933 1934 1935 Price Div. Yield United States dol- 
recently have dis- Homestake....... 19.94 28.29 32.43 480 86.00 7.5 lar, raising the priee 
played increasing ac- Dome Mines...... 3.838 & 4.07 3.90 58 4.00° 6.9 of gold in terms of 
tivity at higher lev- Lake Shore Mines. 8.61(a) 6.07(a) 4.12(a) 58 4.00 6.9 the new dollar to 
els. At the close of McIntyre Porcupine 3.01(b) 4.61(b) 4.63(b) 44 2.00 4.9 $35 an ounce. 

a typical session in Alaska Juneau..... 1.00 1.28 1.04 13 1.20° 9.2 | The most spec: 
the market during Wright-Hargreaves— 0.29(c) 0.70(c) 0. 70(c) 8 0.60° 7.5 tacular gains in gold 
the past month, it Teck-Hughes.....% 0.67(c) 0.68(c)  0..49(c) 5 8.40 8.0 production were 
was found that (a) Fiscal year ended June 30. (b) Fiscal year ended Mar. 31. * Incl. extras. registered by Russia 
while representative (c) Fiscal year ended Aug. 31. where output has 
averages for indus- risen from a negli 


trial stocks declined 

about two points, the shares of some of the leading gold- 
mining companies were practically unchanged at levels not 
far from their highs for the current year and substantially 
above their lows. 


Four Factors Behind the Rise 


The strength of gold shares, in the wake of an extensive 
reaction in other sections of the list, may indeed appear 
strange to those investors who recall that about two years 
ago it was being freely predicted that gold mining com- 
panies were at the peak of their earning power and that 
an imminent increase in production costs would restrict 
profits. That such has not been the case has been due not 
to any significant reversion to a deflationary trend, but to 
the introduction of several new factors into the gold situ- 
ation, which may require some modification of previous 
limitations, or at least relegate them to a longer range cate- 
gory. These new factors are (1) record-breaking produc- 
tion of gold, (2) greatly increased reserves of established 
gold mining properties, (3) the absence of any significant 
rise in production costs and (4) recurring rumors of im- 
pending “stabilization” of world currencies and a return 
to an international gold standard. 

Since 1931, the production of gold has established a new 
high record in each successive year, and indications are that 
the current year will surpass all previous ones. Stimulus to 
this phenomenal gain was provided by a combination of 
declining commodity prices and the increasing value of gold 
in terms of devalued currencies, subsequent to 1930, and 
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gible quantity to a 
level second only to that of South Africa, in the compara’ 
tively short space of six years. Canada ranked third last 
year, with the United States a close fourth. All of the prin: 
cipal gold-producing countries, however, have contributed 
to the record-breaking production. 


Substantial Increase in Ore Reserves 


Although much has been written about the revival of 
deserted mining towns and the reclamation of abandoned 
gold mines, encouraged by higher gold prices, this has been 
more fiction than fact. Some new discoveries have been 
made and some new properties worked, but the bulk of the 
world’s gold production continues to be supplied by the 
established proven properties. More important, from the 
standpoint of the latter group, has been the tremendous 
addition to their ore reserves, as a direct result of higher 
gold prices. Higher gold prices have made it profitable to 
extract low-grade ore, which for various reasons was too 
costly to mine under the old price. Hastening to take advan 
tage of this opportunity, facilities for the extraction of low 
grade ore have been materially increased. In the South 
African Rand, for example, capital expenditures rose from 
$9,400,000 in 1932 to more than $21,000,000 in 1934. 
This concentration on low-grade ores adds to the life of 
the mines by permitting high-grade ores to be conserved. 
As a result, the gold recovery per ton of ore has been low 
ered but profits have been sustained by increased output 
and higher prices. 

Despite the fact that gold mining is entering the fifth 
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yar of its boom, there has been no significant rise in com- 
modity prices. According to the classical theory of the 
wld standard, increasing stocks of gold should produce a 
narked rise in world commodity prices. In other words, 
when supplies of gold exceed demand, the purchasing power 
of the yellow metal declines in terms of commodities. Pro- 
duction costs of gold mining companies increase and output 
gradually tapers off. World gold production last year, ac- 
wording to the Federal Reserve Board was valued at $1,029,- 
108,000 (estimated), an increase of nearly 914 per cent 
oer 1934 and an increase of 30 per cent over the previous 
peak in 1915. Yet the commodity price index of the British 
Board of Trade shows a rise of only about 5 per cent since 
1931. A full explanation of this phase of the gold situation 
would in itself provide the theme for a lengthy discussion. 
In this instance, however, it suffices to say that the normal 
dfect of greatly increased gold stocks is largely neutralized 
ty maldistribution, private hoarding and the various devices 
at the disposal of governments enabling them to regulate 
the gold base and internal prices. Moreover, in those nations 
controlling the great bulk of the gold supplies, commercial 
and industrial demand for credit currently is far less than 
that which has been made potentially available by the sup- 
ly of monetary gold. In effect, therefore, this sterilization 
of government holdings of gold is the equivalent of hoard- 
in. Possibly, increasing supplies of gold will sooner or 
ter act as a stimulant to higher prices, unless further neu- 
tralized by government action, and when that event takes 
place it will be accompanied by lower profits for the gold 
nining companies. World recovery and a general return 
to the gold standard would revitalize the power of gold 
0 raise prices. 


World Stabilization 


The knowledge that international currency stabilization 
would make a basic contribution to world recovery doubt- 
kss accounts for the periodic recurrence of rumors of an 
impending international monetary conference. These rumors 
lave again been revived by the recent victory of the “Popu- 
lr Front” in the French elections, carrying with it the 
possibility of devaluing the franc or an embargo on gold. 
The belief is any defection of France from the gold stand- 
ad and the attendant departure of Holland and Switzer- 
hnd would force a 
yneral conference of 


nations looking 
tward international 
monetary _ stabiliza- 


ton. In some quar- 
tts the opinion is 
held that when such 
stabilization is seri- 
ously contemplated, 
areturn to the gold 
standard will be made 
at a still lower level 
than now prevails. It 
8 reasoned that the 
rsulting “profit” of 
further gold revalua- 
ton would be a po 
tnt political expedi- 
‘nt and further, that 
United States, France 
ind England would 
ve such large sup- 
tlies of gold that 
wrld redistribution 
would be greatly 
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Modern equipment extracts gold from beds of rivers and streams 


facilitated. Such a series of events would mean a higher 
price for gold and further boom the gold mining industry. 

At the moment, at least, France holds the key to the 
situation and there are so many “ifs, ands and buts” in- 
volved in the question of possible revaluation of the 
French franc that it is impossible to reach any convincing 
conclusion. It is generally agreed that devaluation of the 
franc is inevitable to restore it to a parity with the pound 
and dollar and arrest the deflationary trend against which 
France has struggled valiantly. Beyond that point there 
is considerable divergence of opinion. 

Many responsible economists hold the opinion that the 
franc could be devalued as much as 20 per cent without 
precipitating another cycle of currency depreciation or 
raising the present price of gold. Only in the event that 
the franc was permitted to decline as much as 40 per cent, 
for example, would President Roosevelt exercise his au- 
thority to reduce the gold value of the dollar to 50 cents 
by raising the price of gold to $41. Under such circum- 
stances, the English pound might be allowed to follow 
the franc down causing marked repercussions in business 
and commodity prices throughout the entire sterling bloc 
of currencies. 


Rumors Plentiful 


Despite the absence of sound basis in fact, rumors have 
been circulated in Canada and South Africa that Presi- 
dent Roosevelt is prepared to raise the price of gold to 
$41 an ounce, even before France acts. It is even said 
that there is a joint agreement in existence to the effect 
that a price of $41 for gold has already been agreed upon 
by all nations as a preliminary to stabilization, and that 
an overnight announcement by France devaluing the franc 
is all that is required to place this agreement into effect. 
Thinking of such rumors in terms of gold mining shares 
would account not only for the recent market strength in 
this group but much higher levels as well. 

But even if all these reports and possibilities are dis- 
regarded, it is, nevertheless, possible to find considerable 
justification for the rise in gold shares on the basis of such 
tangible factors as good earnings, liberal dividends, record- 
breaking output, and greatly increased ore reserves. Until 
there is strong evidence of a sustained upward movement 

in commodity prices, 

or profits are more 

heavily taxed, these 

factors are more than 

sufficient to support a 

i generous market ap- 

+ ay praisal for the shares 

sg of established gold 
mining properties. 
Consider the position 
of some of the best 
known and strongest 
companies in the field. 

Homestake Mining 
Co. owns the largest 
gold mining property 
in the United States, 
a superlative matched 
by the consistency of 
the company’s profits 
and the $480 price at 
which its shares are 
currently quoted. Last 
year holders of the 

(Please turn to 

page 257) 
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e-appraising the Building Stocks 


Have Prices Outrun Profit Prospects? 


By Warp GaTEs 


N the business predictions made at the start of this 
year all forecasters agreed that among the major fields 
of economic activity construction would make by far 

the largest percentage gain, although from an acutely 
depressed base. Most forecasters likewise were in agree- 
ment on the opinion that recovery in construction is of 
basic cyclical character and that because of its prevailing 
low level and the great need for modern housing the 
movement would run at least several years. 


Of all major industries construction is the most incom 
pletely represented on the Stock Exchange. This is inher 
ent in its basic nature, in the many different materials that 
enter into it and in its diffused organization. There is no 
completely integrated construction stock that one can inves 
in or speculate in. There are listed companies that make 
paints, companies that make heating apparatus or plumb 
ing equipment, companies that make floor coverings, com 
panies that make roofings and insulations, or cement or 
































On the evidence to date those predictions—in which whatnot. But no building stock—even that of as diveri§ All 
this publication shared—-have proven entirely correct. For fied a company as Johns~ Manville—can give the buyerg as th 
the first four months of this year the F. W. Dodge figures _ representation in more than a limited area of the hetero§ engag 
for all construction in the thirty-seven states east of the genous field of construction. ment 
Rocky Mountains show a total of $780,627,600 or a gain It so happens that many of the building stocks aref units 
of 85 per cent over the corresponding part of 1935. Over identified largely with roofings, wall coverings of varioug The 
the same area privately financed construction in the month _ kinds and paints. In these lines first quarter earnings were 
of April amounted to $130,072,000, the highest in five generally unfavorable because either of price cutting off = 
years. Nothing has developed to cast any serious doubt on _— of _ higher costs. Thus, Johns-Manville earned only sk 
the expectation that residential building for the year may cents per common share in this period, as compared withf Barnin 
nearly double that of 1935. fifteen cents a share in the first quarter of 1935. This was oa 

Yet the common stocks of some companies identified due chiefly to what amounted to virtually a price war inf + pige, 
with construction have in recent weeks undergone a sharp _— roofing materials that developed in the latter part of 1935 
decline. Others, while down from the year’s highest quota- and carried through the first quarter. Since then pricef —— 
tions, are down no more than the general market. Indeed, have firmed up, but are not yet back to a satisfactory level 
some are down less than the general market. Roofings long have been the most competitive and leat Marst 

These variations at once suggest the pitfalls in generaliz- _ profitable section of the Johns-Manville business. St. P, 
ing about the reaction in building stocks. When it is It must be noted also that this company’s manufacturing MOFe. 
generally agreed that construc- selling and administrative cos Tesent 
tion is likely to be in an up- — in the first quarter were 27.1 8e08r 
trend for from three to five | per cent higher than in e ee 
years and that it will ultimately er quarter of 1935, while sales 
reach boom proportions it is How the Buildings Stocks were up only 23.5 per cent. In they 
not surprising that both inves- Have Fared part, of course, the increased trated 
tors and speculators are willing budget reflects effort to builif rectior 
to put a high appraisal on cur- Hick — for the future rather than to a 
rent depressed earning power. piaeiiline bites occ... ee 20% make the best possible showing ‘itt 
Nor is it surprising that specu- | Retinitis... 6 occ.ccas 625; a in this initial stage of the com aad 
lation in these stocks was tem- | iia ie me | struction revival. 4 ; 
porarily overdone, especially in ie 314 9514 | For similar reasons the Flintg adver: 
expecting too much of imme- MINI ss asscanuesveee 414 3456 | kote Co. showed a 27 per cen og | 
diate earning power on a still hie... ea 52% decline in first quarter profits 7 r 
low volume of business. More- | AMIR ca nciernrssnssess. s 373 Certain-teed Products, alu = emor 
over, in many such issues the a 553 ny heavily interested in roofings 4. 
technical position had been made ici... . 41% 35% showed a first quarter loss doubleg of loc 
vulnerable by fast advance. International Cement........ 4937 47 that of the year before. The major 
There were attractive profits to DNINIIN os oocs ao uss ~ 911 Ruberoid Co., operating in th i the 
be taken. When a few disap- Minneapolis Honeywell... ... 75 6814 same general field of asphet : 
pointing earnings statements ceeeieied:............ as and asbestos roofing and wa 
for the first quarter came out— oer 1175 84 materials, likewise showed 4 ~ 
notably that of Johns-Manville ea 14514 1231 first quarter loss larger than @ Vy. 
—the majority of the building et See Geen... 11014 923, year ago. ; , it 
group gave ground easily on a No interim earnings are aval and Db) 
moderate volume of selling. (Please turn to page 254) lation: 
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Profit Possibilities in Low-Priced 


Issues 


Four Selected Stocks Which Give 


Promise of Further Improvement 


By THe Macazinge oF WALL Street STAFF 


Allied Stores Corp. 


Allied Stores Corp., formerly known 
as the Hahn Department Stores, Inc., 
engages in the operation of a depart- 
ment store system comprising thirty-two 
units located throughout the nation. 
The largest of these include Jordan 








Price Range 
Earnings Per Share Recent 1936 
1935* 1936* Price High Low 
$0.03 $0.30 9% 94 6% 


* Fiscal year ended Jan. 31. 





Marsh Co., Boston, the Bon Marche of 
St. Paul and O'Neill & Co. of Balti- 
more. The company, however, is rep- 
resented in practically all of the major 
geographical divisions of the United 
States, and while these various units 
operate individually and not as a chain 
they obtain the advantages of concen- 
trated purchasing and managerial di- 
rection. 

Organized in 1928, the size of the 
system prevented it from attaining the 
most effective co-ordination and effi- 
ciency before it was overtaken by the 
adversities of the nation-wide depres- 
sion. As a consequence Allied Stores 
has not had a full opportunity to 
demonstrate its earning power under 
more normal conditions. The diversity 
of location, however, has permitted the 
majority of the company’s units to share 
in the upturn in general business and 
since 1932 earnings have reversed the 
downward trend of the preceding years. 

Restricted earnings compelled the 
company to omit dividends on the old 
6Y per cent preferred stock in 1932 
and by early in 1935 dividend accumu- 
lations on the senior stock amounted to 
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$22.50 a share. About a year ago a 
recapitalization plan became effective, 
under which holders of each share old 
preferred stock were given one share 
of new 5 per cent preferred stock (re- 
deemable at 100 as against 110 for the 
old) $3 in cash and $15 a share in new 
4\/4. per cent debentures. In addition 
preferred shareholders were given two 
shares of common stock for each share 
held. In return old preferred sharehold- 
ers gave up their claim to accumulated 
dividends and accepted a lower divi- 
dend, in return for an equity interest 
in the company and the immediate 
resumption of cash dividends. 

Giving effect to the recapitalization, 
funded debt of Allied Stores, currently 
totals $13,689,140, including subsidiary 
mortgages; subsidiary preferred stock 
in the amount of $1,341,820 is out- 
standing, together with 209,332 shares 
of 5 per cent preferred stock and 
1,778,153 shares of common stock. 

For the fiscal period ended January 
31, 1936, the company reported a net 
profit of $1,581,759, as compared 
$1,127,331 in the preceding fiscal pe- 
riod. Applied to the new capital set-up 
earnings in the most recent year were 
equal to 30 cents a share on the com- 
mon stock, after allowance for pre- 
ferred dividends and all prior charges. 
The management has been devoting 
considerable attention to improving the 
efficiency of the various units and last 
year 22 units were on a profitable basis. 
Of the ten unprofitable units, five were 
handicapped by burdensome leases and 
the management is attempting to adjust 
this condition. 

Reflecting an unusually good volume 
of Easter business, the company re- 
ported net profit of $489,739 for the 
quarter ended April 30, last, as com- 
pared with $60,278 in the same quar- 


ter of 1935. This substantial gain was 
achieved on an increase of only 11 per 
cent in gross volume over a year ago 
and brought net for the twelve months 
to April 30, up $2,264,221, contrast- 
ing with $1,348,357 for the twelve 
months to April 30, 1935. 

On the basis of this showing coupled 
with the sustained volume of retail 
trade generally in subsequent months, 
Allied Stores may be able to show earn- 
ings of about $1 a share on the common 
stock this year. Department store sales, 
as a whole, in the first two weeks of 
May were about 20 per cent ahead of 
last year and, of particular significance 
from the standpoint of Allied Stores, 
gains this year have been more evenly 
distributed geographically. Currently 
quoted around 9-10, Allied Stores com- 
mon shares have well defined specula- 
tive appeal among the lower priced 
issues. 


Poor & Co. 


Signs are accumulating to support 
the belief that the important railway 
equipment industry is currently experi- 
encing a definite revival. Indicative of 
the trend is the recent order placed by 








Earnings Per Share Price Range 

1st 3 mos. lst3 mos. Recent 1936 
1935 1936 Price High Low 
$0.02 $0.16 15% 19% 19 








two leading railroads for a total of 
5,400 new freight cars involving about 
$13,610,000. This is an exceptionally 
large order but it is only one of numer- 
ous others placed this year. Freight 
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cars ordered this year have been up- 
ward of 20,000. Moreover, what is 
true of freight cars also applies to 
other divisions of the railway equip- 
ment industry. Until this year the in- 
dustry has been a conspicuous laggard, 
mainly because restricted revenues com- 
pelled the majority of railroads to fore- 
go aM but the most necessary additions 
to their rolling stock and save as much 
as possible on maintenance outlays. 
Encouraged by a larger volume of traf- 
fic and increased income railroads this 
year have felt more favorably disposed 
toward replenishing their equipment 
needs. Moreover, many roads have 
reached a practical limit to which it 
would have been physically possible to 
longer defer replacement and mainten- 
ance outlays. For the recent revival 
in the railway equipment industry to 
be sustained and extended, further im- 
provement in the general railroad situa- 
tion will be a prime requisite but the 
possibilities in this direction are sufh- 
ciently promising to invite speculative 
consideration for the shares of the rail- 
way equipment group. 

Poor & Co. is a leading manufacturer 
of various patented railway devices 
such as rail joints, switch-joint protec- 
tors, laying machines, oilers and anti- 
creepers. In addition the company 
manufactures commercial drop forging 
and malleable castings. Although for- 
eign business is sizable, the company’s 
fortunes are closely linked with those 
of the domestic railroads. For the most 
part Poor’s products are used in track 
construction and maintenance, but there 
is little doubt that the potential de- 
mand resulting from the long deferr- 
ment of track maintenance is consider- 
able. Prior to the depression, the com- 
pany had a good record of earnings 
and there is every reason to anticipate 
that it will obtain a full share of any 
revival in the railroad equipment in- 
dustry as a whole. 

Thus far in the current year orders 
booked by Poor have been substantially 
ahead of a year ago, as well as con- 
siderably in excess of shipments. At 
the end of the first quarter this year, 
the company’s unshipped orders aggre- 
gated two and one-half times as much 
as those on hand at the same time last 
year. Earlier this year, the company 
broadened its scope through the acqui- 
sition of the Peerless Equipment Co., 
engaged in the manufacture of draft 
gears. Poor also acquired exclusive 
license to a new type of hand brake, 
and the probabilities are that both of 
these developments will feature prom- 
inently in later earnings. 

Reflecting the enlarged volume of 
business this year, the company reported 
net profits for the first quarter of about 
$119,000. After allowing for dividends 
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on the $1.50 class A preferred stock, 
indicated earnings on the 362,843 out- 
standing shares of class B stock were 
equal to 16 cents a share. This com- 
pares with 2 cents a share earned on 
the B stock in the first three months 
of 1935. Indicative of the earning 
power of the shares under more favor- 
able conditions are the average annual 
earnings for the period of 1924-1930 
_ to $3.20 a share for the B stock. 

e class A preferred stock is out- 
standing in the amount of 160,000 
shares, on which unpaid dividends have 
accumulated to the total of $6.38 a 
share as of March 31, last. Funded 
debt of the company has been gradu- 
ally reduced and at the end of last 
year amounted to $1,722,500, while 
finances are fairly comfortable. 

Although dividends on the class B 
stock are not likely for some time, the 
shares, nevertheless, are an interesting 
speculative medium for participating 
in an extended recovery of the railway 
equipment industry. The comparatively 
small amount of A stock outstanding 
would permit speedy liquidation of back 
dividends with the aid of further earn- 
ings recovery, from which point both 
the earning power and dividend pros- 
pects for the B stock would be ma- 
terially enhanced. 


Packard Motor Car Co. 


Phenomenally successful with its 
mediumv priced “120,” the Packard Mo- 
tor Car Co. reported a net profit of 
$3,315,622, after depreciation, Fed- 
eral taxes and other charges for last 
year. This compared with a net loss 








Earnings Per Share Price Range 


lst 3mos. 1lst3mos. Recent 1936 
1935 1936 Price High Low 
def. $0.08 $10 13 6% 








of well over $7,000,000 in 1934. With 
factory shipments during the first quar- 
ter of 1936 some 400 per cent over 
those of the first three months of 1935, 
net profit for the more recent period 
was $1,248,029, equivalent to 8 cents 
a share on each of the 15,000,000 shares 
of common stock outstanding. For the 
first quarter of last year a loss was 
reported about equal to the profit 
shown for this year. 

Stockholders have not been neglected 
in the company’s recovery. Having re- 
ceived nothing for five years, a payment 
of 10 cents a share was made last Feb- 
ruary, while a further 15 cents a share 
is to be distributed July 1. As each of 
these payments was termed “a divi- 


dend” and as there is no indication that 
any annual rate has been established, it 
would be hazardous for a stockholder 
to guess the yearly return afforded by 
his holding. The stock is currently 
priced at slightly more than $10 4 
share. 

Encouraged by the success attained 
by the medium-priced “120,” Packard 
is to introduce an entirely new small 
“six.” Apparently this is to be one of 
the first of the 1937-models to make its 
appearance and may well be seen in 
the late summer. The new car will 
place Packard definitely in the low- 
priced field, but whether it will com 
pete with, say, the Pontiac and the 
De Soto, or whether it will go right 
after Ford, Chevrolet and Plymouth is 
not known. Neither is it possible to 
say what the public’s reception of the 
new car will be; also there is some 
question as to how much the owners 
of big Packards will dislike seeing Tom, 
Dick and Harry tooling around in little 
Packards. Nevertheless, despite all the 


‘uncertainty, Packard’s entry into the 


low-priced field is a development of 
great interest which justifiably enhances 
the speculative attraction of the com 
pany’s stock. 

Over the past year or so, the position 
of the Packard Motor Car Co. has been 
much improved. Despite a dividend 
that took $1,500,000 cash in the first 
quarter of the present year, cash and 
marketable securities as of March 31 
stood at $12,628,000, or a total slightly 
more than twice as large as that re’ 
ported a year earlier. Not only has the 
financial position been bettered, but 
the company stands much more firmly 
in the industry than it did. Because 
distributing outlets have increased more 
than 100 per cent, there is now a much 
more extensive coverage of the field. 

Packard has neither bonds nor pre’ 
ferred stock outstanding, so that the 
ownership of the business rests entirely 
with the holders of the 15,000,000 
shares of common stock which are of 
no-par value. This is a point that lends 
greater strength to the company’s finan 
cial position. As has been said, the 
common stock of Packard is subject to 
a number of uncertainties, but with 
the whole automobile industry forging 
ahead the company is swimming with 
the tide and the outcome seems more 
likely to be favorable than not. 


Chicago Pneumatic Tool Co. 


In the present stage of the recovery 
cycle it is not in companies purveying 
a line of consumers’ goods that the 
greatest profit lies, but in those de 

(Please turn to page 245) 
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The Business Analyst 


—General Activity Prevails 


the business world 

and in the markets 
for securities during the past 
fortnight have been, with few 
exceptions, of a favorable 
character. Car loadings each 
week continue to establish 
fresh high records for the year; steel mill operations, though 
past the customary spring peak, are receding at a somewhat 
less than seasonal rate; electric power output continues to 
expand more rapidly than usual at this time of year; while 
activity at lumber camps and coal mines is holding its recent 
gains. Among the components of our Business Activity 
Index, the only exceptions to this favorable trend are check 
payments, which have been showing a rather greater than 
seasonal decline, owing probably to a temporary lull in the 
output of Government bonds; and automobile assembling, 
which has dropped rather sharply. Chiefly due to the latter 
influence, the country’s total volume of production has 
receded slightly from the year’s peak of 87.6% of normal, 
reached during the second week of May; but is nevertheless 
25% higher than last year at this time. The recent greater 
than seasonal drop in automobile assembling appears to be 
due partly to last year’s early introduction of new models, 
and partly to a temporary accumulation of used cars, a 
situation which should be ameliorated through expenditure 
of the soldiers’ bonus. In spite of this slackening, however, 
motor car production is still about 9% ahead of last year 
at this season, and responsible estimates place the output for 
six months at 2,575,000 units, including 500,000 trucks, a 


‘1 T) EVELOPMENTS in 


—Steel Ahead of Seasonal Trend 
—Employment and Payrolls Up 
—Heavy Goods Active 

—Motor Output Off Seasonally 


record volume for any half 
year with the exception of 
1929. 

Other business reports re- 
ceived since our last issue 
add cumulative evidence of 
the strong momentum under 
which business recovery is 
proceeding. Thus factory employment in April was up 
3% over April, 1935, while payrolls expanded 10%. April 
farm income, including benefit payments, showed a gain of 
only 1% over the previous April; but receipts for four 
months established a six-year record, and were 5% ahead 
of the corresponding period a year ago. April reports of 
activity in the capital goods field were even more encourag- 
ing. Domestic machine tool orders booked during that 
month were the largest on record, while privately financed 
construction in 37 states east of the Rockies reached the 
highest level in five years, and was 82% ahead of April, 
1935. Home building permits issued in April increased 
97% over the previous April in estimated value. It is 
expected that the railroads will purchase 50,000 cars this 
year to forestall equipment shortages. The oil industry is 
contemplating expenditures of a billion dollars for equip- 
ment and supplies, the largest outlay on record, and the 
time is approaching when utility systems will be forced to 
make huge expenditures for expansion of capacity. 

Trade improvement, though on a less spectacular scale, 
is likewise impressive. Foreign trade in April, for example, 
showed an expansion of 18% over the previous April, com- 
pared with a four months’ gain of only 15%. Retail sales 
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for April include an 8.5% rise in general merchandise turn- 
over in rural areas, as compared with April, 1935, and an 
improvement of 10.4% in chain store sales. Among the 
latter, shoe chains made the best showing, with an increase 
of 37%, followed by the mail order houses, with a 16% 
gain, and apparel stores, with a betterment of 13%. For 
the first half of May, department store sales in the New 
York metropolitan area increased 10.9% over the cor- 
responding period of 1935. 

In view of the foregoing extremely rosy business reports, 
and with continued ease in long-term interest rates, it is 
scarcely surprising that stocks and bonds of all classes should 
have staged a strong recovery during the past fortnight. 
Commodity prices, on the other hand, have been a little 
softer under the weight of better crop prospects and grow- 
ing competition in certain lines of manufactured products. 


The Trend of Major Industries 


STEEL—Although steel operations have passed their 
seasonal peak, the recession thus far has been less than usual 
for this time of year, and the ingot rate is still much higher 
than a year ago. Tin plate mills are operating at 100% of 
capacity, owing to new sources of demand for containers 
which have sprung up lately, and it is believed that pro- 
duction for the year will set a new all-time record. The 
1935 peak of around 90% was reached in March and main- 
tained into April when the rate began to taper off. Owing 
to gradually rising costs, and by way of anticipating de- 
mands for further wage advances, price advances amount- 
ing to around $2 a ton on strips and sheets for third-quarter 
delivery have recently been announced. This action is 
expected to cause stocking of products at present prices 
during the second quarter, and to sustain activity at the 
expense of third-quarter business. For this reason, the 
seasonal slump may be rather more pronounced than usual 
during the months of July and August, and perhaps Sep- 
tember. The industry is relieved to learn that provisions 
outlawing the basing point system have been dropped from 
the Patman anti-chain store bill. 


METALS—Recent increases in the dividend rate on 


stocks of non-ferrous metal producers has directed attention 
again to the aie 


ord heights, gasoline inventories are not increasing and 
prices hold steady at about 3% above last year’s level, 
Strenuous efforts are being made to control output from the 
Rodessa field in Louisiana, which is at present the chief blot 
on the landscape. Venezuela has been stepping up produc- 
tion to offset a marked decline in Mexico; but imports of 
foreign crude have not been an important factor in the do- 
mestic picture for many months. A recent compilation 
shows that 25 leading oil companies earned 76% more last 
year than in 1934, and a similarly gratifying comparative 
showing is probable for present-quarter profits. 


RAILROADS—Class I roads for April reported an in- 
crease of around 24% in net operating income out of a 
16% gain in gross, and it seems possible that the carriers 
may cover fixed charges during the present quarter for the 
first time since 1931. It is estimated that voidance of the 
Guffey Act may save the rails around $7,000,000 annually 
in coal bills. First quarter earnings of seven prominent rail- 
road equipment companies were over three times as great 
as for the corresponding period in 1935, and profits should 
be even better during the present quarter. 


COTTON GOODS—The recent increase of 42% in 
tariff rates on imports of certain bleached, printed, dyed 
and colored cotton cloths is likely to prove of more impor- 
tance in principle than in tangible benefits to the cotton 
textile industry. True, the duties do apply to about 58% 
of the total cotton yardage imported into this country in 
1935, and to 90% of the cotton cloth brought in from 
Japan; but total imports of cotton cloth during that year 
amounted to less than 1% of our domestic production. 
Meanwhile Japan has been buying $203,000,000 worth of 
goods from us annually, including $110,000,000 of raw 
cotton, and shipping to us only $153,000,000 in goods, 
including a mere $5,000,000 worth of her textiles. 


Conclusion 


While a rather sharp decline in automobile assembling of 
recent weeks, caused by special circumstances which prob 
ably bear little relation to the general business picture, has 
caused a slight recession in our Business Activity Index, 
the generally favor- 
able character of in 
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202.7 144.6 195.6 8 . 224.1 180.8 199.3 190.8x 191.9 
42.8 22.6 42.8 10 62.9 42.8 54.0 58.0 53.6 
88.6 35.7 87.9 6 123.6 87.9 112.2 110.8 110.9 
39.3 27.5 39.8 2 Dairy Products......... 44.1 39.3 41.1 41.2 41.7 
26.6 16.0 23.5 9 Department Stores...... 27.7 23.3 25.6 26.2 26.9 
87.6 56.1 85.8 7 Drugs &Toilet Articles.. 98.9 75.3 79.7 77.9 176.4 
270.0 211.2 231.8 2 Finance Companies..... 319.2 227.2 306.0 306.2 319.2H 
66.2 61.8 62.0 7 Food Brands........... 70.1 62.0 68.9 62.8 64.5 
66.4 46.2 47.1 4 Food Stores........... 50.3 42.2 43.4 42.8 43.7 
65.7 382.1 65.7 3 Furniture & Floor Cover. 76. 65.7 69.1 69.2 70.8 
1209.7 990.2 1116.0 a 1296.9 1116.0 1218.7 1289.7 1288.0 
46.8 35.3 46.8 5 Household Equipment... 54.4 46.5 47.9 48.0 48.6 
38.7 17.0 38.3 5 Investment Trusts...... 45.3 36.6 387.9 38.1 38.0 
359.0 223.6 323.8 2 = Liquor (1932 Cl.—100).. $38.8 270.7 296.0 288.2 280.9 
139.0 65.1 139.0 9 Machinery............. 160.8 184.7 141.5 142.0 145.0 
67.3 36.0 65.9 2 Mail Order............ 73.1 61.3 68.5 71.2 73.1H 
63.0 34.5 62.4 4 Meat Packing.......... 88.9 623.4 66.4 63.2 62.5 
183.6 109.4 169.5 10 Metal Mining & Smelting 189.4 162.1 166.8 165.2 166.0 
97.2 61.3 97.2 ie eee 122.3 97.2 107.1 103.3 100.8 
67.2 23.0 67.2 18 Public Utilities......... 83.8 67.2 76.2 77.0 78.2 
33.0 15.9 31.5 3 Radio (1927—100)...... 35.4 26.7 28.3 28.1 28.2 
65.7 29.3 655.7 8 Railroad Equipment..... 73.8 62.6 66.6 57.5 659.8 
28.8 16.5 27.3 24 Railroads.............. 37.6 27.8 29.2 28.9 30.1 
16.8 6.2 16.1 S Realiy..........cc0.00. S90 2974 16:0 14:6 16:3 
76.4 28.5 176.4 3 Shipbuilding........... 87.6 62.7 65.6 69.7 72.3 
88.1 37.6 88.1 S20 —Bee A Irom... ... ccc 110.7 85.2 89.2 87.9 92.3 
30.4 21.1 30.4 i | eee 41.3 29.8 36.6 35.5 36.3 
153.6 122.6 158.6 Me IS histo osc nicvicatss 175.6 153.4 160.4 155.1 158.2 
78.3 34.2 177.5 8 Telephone & Telegraph. 97.4 76.6 81.7 82.2 81.8 
73.6 34.7 170.5 8 Textiles SSR 81.4 62.6 63.7 62.8 63.1 
10.6 6.0 10.6 4 Tires & Rubber........ 15.9 10.6 14.7 14.3 14.3 
101.8 77.2 96.5 a. 100.2 87.2 91.6 91.2 91.3 
85.4 61.0 72.1 4 Traction............... 76.2 61.0 64.5 66.8 64.7 
282.8 219.7 259.5 4 Variety Stores......... 267.8 232.5 242.9 239.2 239.9 


H—New HIGH record since 1931. x—New LOW this year. 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value to 
you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 








AMERICAN SMELTING & 
REFINING CoO. 


Now when American Smelting & Refin- 
ing is selling considerably under the high 
for the year, and in view of the upward 
trend in metal prices, it seems to me this 
stock may be attractive at current levels. 
What do you think?—S. T., San Diego, 
Calif. 


American Smelting & Refining Co. 
last year enjoyed a pronounced earnings 
improvement, with the equivalent of 
$5.01 per share on its common stock, 
comparing with $1.63 a share in 1934. 
This was the best showing made by the 
company since 1929 when earnings 
equalled $10.02 per share. Had the 
company stated cost of inventories on 
the same basis as in 1934 and former 
years, last year’s earnings would have 
been $1.49 per share more. The prin- 
cipal reason for the much better show- 
ing last year can be attributed in part, 
of course, to the improvement which 
occurred in the price structure and de- 
mand for lead, copper, and zinc. Also, 
the report for last year shows a total 
of some 1,869,000 ounces of gold han- 
dled, either from the company’s own 
mines or for the account of others on a 
toll basis, against 1,760,702 ounces in 
1930, the previous high. The organi- 
zation naturally has benefited substan- 
tially from the $35 an ounce price for 
gold as compared with the previous legal 
parity of $20.67. The extent to which 
silver contributed to last year’s earnings 
is impossible to definitely determine 


since the bulk of the company’s produc- 
tion is outside of the United States and 
therefore does not reap the benefit of 
the arbitrary treasury price of 77 cents 
per ounce. However, silver produced, 
purchased or treated for others last year 
totalled over 97,000,000 ounces which 
was a new high record. Based on the 
year end price of $49.75 an ounce in the 
world market, last year’s volume of sil- 
ver handled would approximate $50,- 
000,000. At the present time, there 
seems to be little to indicate any basic 
change in the longer term trend of sil- 
ver quotations in the world market so 
that the company’s revenues from this 
source may be expected to at least hold 
around current levels. It is primarily 
from copper and lead that the company 
may expect to experience with a reason- 
able degree of certainty the greatest fur- 
ther benefits over the balance of the 
business recovery cycle. These metals 
thus far have regained only a small 
percentage of their former volume, 
while their price structures, although 
improving, still leave much to be de- 
sired. The company last year handled 
204,452 tons of copper, which volume 
was less than one-third of that handled 
in the record year 1929. Revival of 
the capital goods industry should prove 
highly stimulating to lead and copper 
demands, since these metals enjoy their 
greatest market in the utility, construc- 
tion and afhliated fields. Smelting’s 
management was quick to take advan- 
tage of favorable opportunities during 


the depression years to acquire valuable 
mining interests with the results that it 
is at present estimated that approximate- 
ly half of the company’s profits come 
from this division of the business, 
whereas in 1924 earnings from the com- 
pany’s mining operations amounted to 
less than 20%. Last year the company 
cleared all arrears on the $6 second pre- 
ferred stock issue and dividends were 
resumed on the common, at an annual 
rate of $1.60. Financial condition and 
earnings justify the expectation of more 
liberal distributions later on. Com- 
pared with other issues of like caliber, 
the stock is now reasonably quoted in 
relation to earnings and when consid- 
eration is given to the favorable basic 
trend of metal prices, we believe that the 
stock offers definite speculative possi- 
bilities. 


B. F. GOODRICH Co. 


I recently sold at 18%, my 200 shares of 
B. F. Goodrich common averaging 15. 
I have since heard favorable comments 
on the future of this company, and wonder 
if I should have continued to hold? Would 
you advise buying back this stock at cur- 
rent prices?—D. S. D., Albany, N. Y. 


In consideration of the earnings im- 
provement registered by B. F. Goodrich 
Co. last year and the factors working 
for further recovery, we question the 
wisdom of liquidating the company’s 

(Please turn to page 246) 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 
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Profiting in a Technical Market 


| Sect agree that selected se- 
curities must rise substantially 
to discount their improved earnings 
outlook. But it is also probable 
that the market will be considerably 
affected by political developments 
and changing economic conditions 
this summer. 


Such a market, with its sharp 
upswings and technical reactions, 
offers the greatest profit possibilities 
in trading. Three-, five-, and seven- 
point profits are frequent and quick- 
ly obtainable. Often the same stock 
may be bought on a recession, sold 
ona rally and bought again on an- 


other recession. 





1314, Points Additional Profit 
in One Stock in Two Weeks 


Puget Sound Power & Light 
pr. pf. advanced from 55 on May 
13, to 68% on May 26. 


Originally recommended to our 
clients at 31, it has already ad- 
vanced 3714 points, or over 
120%. 


An investment of $310 for a 
10-share commitment would now 
be worth nearly $700 or more 
than $350 cash profit. 


Other recommended _ stocks 
that have risen sharply in these 
two weeks include Zenith Radio, 
American Smelting and Mont- 


may be converted into cash or used 
for additional purchases at attrac- 
tive levels. 


UR first step in serving you, of 

course, would be to analyze in 
detail your present holdings. A com- 
plete report would be mailed to you 
immediately pointing out any du- 
bious issues that offer poor prospects 
for better prices or sound stocks 
that already have discounted their 
favorable outlook. In this analysis 
you would be told which stocks 
should be closed out, and which 
should be held for further apprecia- 
tion or for income. 


Thereafter, a definite program to 





Of course adequate and authori- gomery Ward. 


tative advice is absolutely impera- 
tive to secure the best results. Not 





fit your resources, objectives and 
requirements would be outlined. 
You would have the assurance of 








only must the stocks themselves be 
carefully selected but the technical position of the market 
as a whole must be analyzed by experts from day to day. 


This is the essential service which the Forecast pro- 
vides. Stocks are chosen by an Advisory Board con- 
sisting of men trained in their particular fields and each 
a recognized authority. Supplementing this Board is a 
staff of analysts and statisticians who are constantly 
checking specific securities and are alert to uncover spe- 
cial situations for substantial profit. 


Our clients are advised exactly what and when to buy. 
Later, they are notified just when to sell. They are 
guided in contracting or expanding their position in 
anticipation of weakness or strength, so that profits 





90 BROAD STREET 


Code Book has had time to reach you.) 


[1] _ TRADING 


to four wires a month. 





Your Enrollment Will Start at once but date from July 15, 1936 


THE INVESTMENT AND BUSINESS FORECAST, of The Magazire of Wall Street 
CABLE ADDRESS: TICKERPUB 


1 enclose $75 to cover my six months’ test subscription on The Investment and Business Forecast. I understand that regard- 
less of the telegrams I select I will receive the complete service by mail. ($125 will cover an entire year’s subscription.) 


Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private Code after our 


Short-term recommendations following important intermediate market movements. Three 
Three to five stocks carried at a time. $1,200 capital sufficient 


ADVICES to act in 10 shares of all recommendations on over 60% margin. 
UNUSUAL Low-priced issues that offer outstanding possibilities for market profit. Two to three wires 
a month. Three to five stocks carried at a time. $600 capital sufficient to buy 10 shares 
OPPORTUNITIES of all recommendations on over 60% margin. 

BARGAIN Dividend-paying common stocks of investment rating, with exceptional price appreciation 

[: INDICATOR prospects. One to two wires a month. Three to five stocks carried at a time. $1,500 

4 capital sufficient to purchase 10 shares of all recommendations on over 60% margin. 
AE ee Reef ea we re ee Te ee ee hh ee Ee eT CAPITAL OR EQUITY AVAILABLE ... ww cc ccc ccc ccccccccvccccccce 
PCT Te eM TOT TEETER eT EE OLL ETC ye eR ORT TRE ee ee ee eer eee rer ee re 
cl) er reer Te een es Stor et a ee ee Se ek ee ee PNET o-oo k careek etapa is i oe am oy we Sc Ae reas Mw aa eo we erate June 6 


Include a Complete List of Your Present Holdings for Our Analyses and Recommendations 


knowing that each issue recom- 
mended had been carefully chosen because of its out- 
standing possibilities for material enhancement. 


For more than 17 years, THe INVESTMENT AND Busi- 
ness Forecast has been guiding investors and traders 
through all types of markets. The fact that so many 
have continued year in and year out clearly attests to 
the dollars-and-cents value of our counsel. t 


You, too, should have this reliable and established ser- 
vice at your disposal. Place your enrollment now to 
participate in the moves of many securities that are in a 
position to rebound long before the market fully estab- 
lishes a base for the next recovery stage. Mail the cou- 


pon below with your remittance—today. 





NEW YORK, N. Y. 
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What 72 Stocks 


Do Experts Favor? 


Durinc the past 
four weeks the stock recommenda- 
tions of leading financial authorities 
have centered about 12 issues. The 
names of these favored stocks and 
the prices at which they are recom- 
mended are given in the current 
UNITED OPINION Bulletin. 


Experience has shown that stocks rec- 
ommended by three or more financial 
experts almost invariably show better 
than average appreciation. 


To introduce to you the UNITED 
OPINION method of stock forecast- 
ing—so successful during the past 
16 years—we shall be glad to send 
you without obligation this list of 
12 outstanding stocks—a list avail- 
able through no other source. 


Send for Bulletin W.S. 37 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. 1. . r Boston, Mass. 


The Diesel Industry 


We have prepared an analysis 
of two selected stocks in the 
Diesel Engine industry. 

















Copy sent om request. 


MCCLAVE & Co. 


MEMBERS 
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New York Cotton Exchange 
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67 Exchange Place, New York 
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254 Park Ave. at 46th St., 
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| BEA a 


DECISIVE TRADER | 


Learn how to use the action of the market 
iteelf as a guide to WHEN and WHAT to 
buy and sell. Eliminate emotional trading 
and enjoy the satisfaction of making cold 
blooded and calculating purchases and sales 
based upon intelligent technical interpreta- 
tion of stock market trends. Remember, a 
sound knowledge of the fundamentals of 
technical trading may be all you need to 
make you a decisive and successful trader. 








| As a first step, send for two weeks’ free 
trial of Gartley’s Weekly Stock Market 
Review and full information about the com- 
plete Gartley service for the technical 
student of stock market interpretation. 


| H. M. GARTLEY, INC. 


| 76 William Street New York, N. Y. | 























ANACONDA OCOPPER MINING CO. 
25 Broadway 
New York, May 28, 1936. 
DIVIDEND NO. 114 
The Board of Directors of the Anaconda Copper 
Mining Company has declared a dividend of Twenty- 
five Cents (25c) per share upon its Capital Stock 
of the par value of $50 per share, payable July 
20th, 1936, to holders of such shares of record at 
the close of business at 12 o'clock Noon, on June 
13th, 1936. 
D. B. HENNESSY, Secretary. 
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1934 1935 1936 
A High Low High Low High Low 
OD eS EO ES EEE OCTETS 1434 4514 60 3537 8655 59 . 
enero ere 5414 24'2 374% 1914 353, 2154 
B 
Battiaere B Oil... .... ......2 050% 3415 1234 18 : 1% 2414 1574 
Brooklyn-Manhattan Transit........ 4474 2814 4634 361, 50!, 40! 
Cc 
Canadian gy sae hie a aa w ae oe 1814 107% 13%; 8% 16 1075 
Chesapeake & Ohio................ 4854 3915 5314 37 Me 61 51 
C. M. & St. FeCl & Pacific Rees 81, 2 3. My 27% 115 
Chicago & Northwestern . ate Me 314 554 1% 435 3}2 
Chicago, Rock Is. & Paiic......... 64 13% 255 %4 3 1!2 
D 
Delaware & Hudson............... 7313 35 43'2 23'5 52 8654 
Delaware, Lack. & West........... 34 14 1914 11 23'; 147% 
E 
BD MRNIRY sa 235. np es a)sns cess de 2475 935 14 7% 175% 11 
G 
Great Northern Pfd................ 32'6 124 3514 954 44 32'¢ 
H 
Hudson & Manhattan.............. 12)¢ 4 514 254 575 314 
I 
SI IIE oc newness bus oases 3875 135% 2214 94 2875 18% 
Interborough Rapid Transit......... 17!, 514 2354 83; 187; 113, 
K 
Kansas City Southern.............. 193; 6>5 1415 33,4 26 13 
L 
NS TOS EO OCP PE EEE Te 2114 916 1114 5 1433 8'5 
Louisville & Nashville.............. 62', 373; 6434 34 7171, = 57! 
M 
Mo., Kansas & Texas.............. 147 435 634 2'3 95% 515 
N 
New York Central . aes aa nat 1853 2934 124 42/4 3734 
N. Y., Chic. & St. (Senate 9 19 6 35! 17%4 
‘ ¥: 8) aera 8 6 8. 2>% 5% + 
| N. Y., Ontario & Western... 4). 6'% 25% 714 4) 
Ne ee 161 218 i 158 237 }2 210 ' 
eS 14! 2514 13! 36%, 2415 
P 
ENR cic seca xciwensen eee es 39'5 201; 3214 1744 39 2814 
ws... 38—~—i«“‘«~ $41, 91g 3534 285 
Pittsburgh & W. TERRY Sa RAEI A 27 10 25 7 414; 21 
Ss 
SS ee 454 14 2 34 $35 113 
St. Louis-Southwestern............. 20 8 14 134 1234 175 
Southern Pacific.............. as 14% 2515 1234 387, 231 
Southern Railway 36!4 1114 1644 51% 2054 123, 
TEENIE cn cpinccc stn deuce eas 43'4 13'4 28'5 14 42 28 
U 
a a ree ere 13374 90 11114 82'; 138'; 108! 
WwW 
Wostes Diaries ..........-.scc0s%- 174 716 101% 614 12\; 815 
SEE s ph anchoacuusense:a0s 8. 255 333 114 4 2 
. e 
Industrials and Miscellaneous 
1934 1935 1936 
A “High Low High Low High Low 
ree eres 6 16 3744 38 3534 9 22!4 
NS 6 in digs bees canenacns 13 9124 173 104° 617% 58 
os chwswweiedssice ome Ks 1654 20% 1314 1734 13} 
ae 15 32 21 3944 30 
Allied Chemical & Dye : 4 ais aes 4 =. ; =. 
Alpha Portland A so it 39 i4 Big 198; 
Amer. Agric. Chemical (Del.)........ 48 2544 5734 4114 634, 50 
——- —— EE tee aa capvin es Ry) as a Bt 3” = 1 3 Rt; 
EN aon 50 baa bbieeesees 34 4 6 A 4 
Amer. Car & Fdy.. 12202222222 33% 12 #«86988% «8910 8641 80 
American ye - ‘Pos iis Diane eee ree? 7 y 7 9674 wit: 
American orei, OE a kbvwk a0 34 % A A 7A 
Amer. Power & Light .. a se 1214 3 95% 1% 1314 ™% 
Amer. Radiator & rs: Dies ycen Oe 10 25% 10% 273% 1834 
Amer. Rolling Mill..... Sebo ei ws 2814 131% 3234 15%4 34 25>4 
Amer. Smelting & Refining.......... 51% 3014 645% 315% 91} 5634 
Amer. — "Refining. Cicekee wack 36% 10% 5) Fl tt: 20/4 
Amer. Sugar Re! oy nae 4 yy \% 4 
Amer. ox —- eee oe Ee et — —s ars so es 
Amer. yeaah ane % 4 
Amer. Water Works & Elec......... 275% 125% 2234 1% 2544 19% 
ee ee eee 8334 36 6834 35'4 70%4 6454 
Anaconda a PP eer vfs! “es : “? 4 , 7 7. 
ee oS Eee %4 a %y YG 4 34 
eee 3534 21% 28 20'% 35 "5 276 
ee a ce cp ein «89 vende 5734 16% 4516 15 5414 275% 
Aviation Gerp, Del... 200 ee0sss 10%4 334 6% 234 14 455 
B 
Baldwin Loco. Works............... 16 4% 6% 1% 6% 3 
“god hbk as Grasse een aoe 4534 6634 37% 18% 17\4 
Beatrice Creamery................. 19%4 10144 201% 26 18 
Beoch-Nat Packing. ............:0% 765% 95 12 91 85 
SE ON a insse es ewe or veces oie 237% 9% 2415 11 313 2154 
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Price Range of Active Stock 
a. ~ . 
Industrials and Miscellaneous (Continued ) 
1934 1935 1936 Lost ga 
—— — e $ Per 
B High Low High Low High Low 6/27/36 Share 
RUMI pss saci ss cae: Proves ssh as otsivin 40 26 5714 34 57 «48 5334 — 
UMN SS oto) cch ca egies ssa My 24% 52 2154 63% = 4554 5254 a 
err é 4414 59% 8954 634% 4614 48 3 
jorden Company................... 98% 1998 87% 21 305, 255, 283; 1.60 
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org Hd Corp. Seagrams .. eee 87, 38': 135, 34°; 1814 281s yS 
oo oh it os crow alee ae 4614 32 447, 34'. §9', 4115 56!. *2 
Douglas Aircraft. s scustaja8k foie) 1414 583. 17!. 753 5055 57'¢ i 
Du Pont de Nemours... ""'') 40872 80 46'g = 8654 «188 «188s *8.. 60 
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COMPREHENSIVE 
BROKERAGE SERVICE 


As members of the principal 
exchanges we are in a position 
to be of service to you in the 
purchase and sale of Stocks, 
Bonds and Commodities. 
CASH OR MARGIN ACCOUNTS 
IN FULL OR ODD LOTS 
‘“‘Booklet M,’’ giving trading requirements 
and other information, sent on request. 


J. A. Acosta & Co. 


Members 


New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Ine. 
New York Cocoa Exchange 


60 Beaver St. New York 
Phone BOwling Green 9-2380 

















Established 1856 


H. HENTZ & CO. 


Members 
NEW YORK STOCK EXCHANGE 
NEW YORK COTTON EXCHANGE 
CHICAGO BOARD OF TRADE 
and other leading Exchanges. 


Stocks Bonds 
Commodities 


Inquiries Invited 


New York Cotton Exchange Bldg. | 

Ilanover Square, New York 
Branch Offices 

BOSTON DETKOIT DALLAS MIAMIBEACH MIAMI | 

PAKIS AMSTERDAM LONDON GENEVA NICE } 


| 


























POINTS ON TRADING 
and other valuable information for investors 
and traders, in our helpful booklet. Copy 
free on request. Ask for booklet MG6 
Accounts carried on conservative margin. 


(isHoum &@ (HAPMAN’ 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 

















Odd Lots—100 Share Lots 
Booklet M.W. 801 upon request 


John Muir&(G 


Established 1898 
Members New York Stock —— 


39 Broadway New York 














THE TEXAS CORPORATION 


135rnu Consecutive Dividend paid 
by The Texas Corporation and its 
predecessor, The Texas Company 











A dividend of one per cent (1%) or 25¢ 
per share, on the par value of the shares 
of The Texas Corporation has been de- 
clared this day, payable on July 1, 1936, 
to stockholders of record as shown by 
the books of the corporation at the close 
of business on June 5, 1936. The 
stock transfer books will remain open. 
. C. E. WoopsripGe 
May 14, 1936 Treasurer 
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Chicago Pneumatic Tool Co. 


(Continued from page 236) 
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pendent upon heavy goods that were 
hard hit by the depression. Many 
of the former consistently reported sub- 
tantial profits and paid substantial 
dividends during the slump, while the 
latter found that the virtual disappear- 
ance of their business made large losses 
unavoidable. Now, however, the pen- 
dulum is swinging the other way and, 
with consumers’ goods companies 
struggling to maintain profit margins, 
producers’ goods are forging ahead. In 





Earnings Per Share Price Range 

Ist 3mos. 1st3 mos. Recent 1936 
1935 1936 Price High Low 
$0.04 $0.16 $14 204%, 12% 








such a setting few businesses show 
brighter promise than that enjoyed by 
the manufacturer of pneumatic tools. 
In this field the Chicago Pneumatic 
Tool Co. is a pioneer. 

The company’s line is a broad one; 
it includes bits and hammers, the air 
compressors that supply the motive 
power and the Diesel and semi-Diesel 
motors that operate the compressors. 
Also manufactured are many electric- 
ally operated tools. The equipment is 
widely employed in structural steel 
operations, shipbuilding, mining, quar- 
tying and road-building. A line of 
polishing and other tools is used ex- 
tensively by the automobile industry. 
Like that of Ingersoll Rand, the busi- 
ness of Chicago Pneumatic Tool is in- 
ternational in scope; normally foreign 
business is some 25 per cent of the 
total. 

In reflection of the drying up of its 
business, the common stock of the 
Chicago Pneumatic Tool Co. dropped 
from a high of $47! a share in 1929 
toa low of $1 a share in 1932. From 
the low point there has been substan- 
tial recovery, the current price being 
about $14 a share. This is in recogni- 
tion of last year’s profit of $729,999 
after all charges and deductions. Sub- 
tracting the year’s dividend require- 
ments on the $3.50 preference stock, on 
which no payments have been made 
since January, 1931, earnings were 
equivalent to 48 cents a share on 199,- 
469 shares of no-par common. stock. 
For the first quarter of this year, after 
illowing for the period’s preference di- 
vidend requirements, earnings were 
equivalent to 16 cents a share of com- 
mon stock, compared with only 4 cents 
a share for the first quarter of 1935. 
Ranking ahead of the common and 
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wiels WORK GOES ON 


. and the American public has profited—for example, by a saving of 


$5,000,000 each night in its lighting bills. 


Each year new recruits are added to the army of scientists, engineers, and 
master craftsmen whose work created the modern x-ray tube and contrib- 
uted so largely to building the vast radio industry. Because of their work, 
Glyptal, Carboloy, copper brazing, atomic-hydrogen welding, and many 
other new materials and new methods have helped industry to furnish you 


with new products—with improved products at a lower cost. 


Here 50 years ago, Edison established the factory which has grown into 
the Schenectady Works of the General Electric Company. Here Steinmetz 
conducted his investigations. And here, for more than 35 years, G-E re- 
search scientists have been exploring the secrets of nature. Their discover- 
ies have stimulated the growth of new industries, have created new 
employment, have provided new comforts and conveniences for you. And 
still the work goes on. The G-E scientists of today are maintaining the 


traditions of G-E research. 


G-E research has saved the public from ten to one hundred dollars 


for every dollar it has earned for General Electric. 


GENERAL @ ELECTRIC 


ie ie REE or sy 
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Dividends & Interest 


























DIVIDENDS 


ARMOUR 4nd COMPANY 
(ILLINOIS) 


On May 22 a quarterly dividend of 
one dollar and fifty cents ($1.50) 

r share on the $6.00 prior pre- 
erred stock and a dividend of 
one dollar and fifty cents ($1.50) 
per share on the 7% Preferred 
stock of the above corporation were 
declared by the Board of Directors, 
both payable July 1, 1936, to stock- 
holders of record at the close of 
business June 10, 1936. 


E. L. LALUMIER, Secretary. 


ARMOUR 4nND COMPANY 
OF DELAWARE 


On May 22 a quarterly dividend of 
one and three-fourths per cent 
(134%) per share on the preferred | 
stock of the above corporation was 
declared by the Board of Directors, 
payable July 1, 1936, to stockholders 
of record at the close of business 
June 10, 1936. 


E. L. LALUMIER, Secretary 























MOTOR WHEEL } 
CORPORATION 
Dividend Notice 
Lansing, Michigan 
May 5th, 1936 
The Board of Directors 


today 
declared a quarterly dividend of 
cents (25c) per share 


on the common stock payable June 

10, 1936 to 5 of rec- 
erd May 20, 1936. 

C. C. Carlton, 

Secretary. 


























UNION CARBIDE 
AND CARBON 


CORPORATION 
v 


A cash dividend of Sixty cents (60c) 
per share on the outstanding capital 
stock of this Corporation has been 
declared, payable July 1, 1936, to 
stockholders of record at the close of 
business June 5, 1936. 


ROBERT W. WHITE. Treasurer 











NEWMONT MINING CORPORATION 
Dividend No. 81 
A dividend of Fifty cents per share has been 
declared on the stock of this corporation, payable 
June 15, 1936, to stockholders of record at the 
close of business May 29, 1986. 
H. E. DODGE, Secretary. 
May 19, 1936. 


TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a dividend of 
60 cents per share on the Company's capital stock, 
payable June 15, 1986, to stockholders of record 
at the close of business on June 1, 1966. 


H. F. J. KNOBLOCH, Treasurer. 
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preference stocks there is $2,100,000 in 
5Y per cent debentures which mature 
in 1942. 

While the company has had under 
consideration various plans for the 
elimination of the accumulated divi- 
dends on the preferred, evidently not 
one as yet has proved satisfactory. Nor 
is it likely that a position can be at- 
tained within the near future that 
would permit the payment of these 
dividends in cash, for at the end of 
last year this item aggregated $527,000 
out of total current assets of $9,407,- 
000. Current liabilities amounted to 
$2,235,000. Nevertheless should the 
company’s business register the im- 
provement that is anticipated, un- 
doubtedly some suitable plan for the 
elimination of the accumulations will 
be devised and leave a clear field for 
the resumption of payments on the 
common. Treated as a thorough specu- 
lation on further fundamental improve- 
ment, the common stock of the Chi- 
cago Pneumatic Tool Co. has a good 
deal to commend it. 














Answers to Inquiries 
(Continued from page 240) 








Stock at these levels. Last year’s earn- 
ings, as you probably know, equalled 
$1.18 a share on the common stock, 
after allowing for preferred dividends 
(not paid). In 1934, earnings equalled 
45 cents a share on the common stock. 
Unpaid accumulated dividends on the 
294,308 shares of 7% preferred stock 
totalled $33.25 a share on April 1 of 
this year, but the management has ex- 
pressed the hope of soon formulating 
some plan satisfactory to stockholders 
for their liquidation. The chances are 
that such a plan would involve the is- 
suance of additional shares of stock 
rather than any sizable payment in cash. 
In addition to the preferred stock issue 
already referred to, the company now 
has outstanding some $37,000,000 prin- 
cipal amount of high coupon bonds 
which it plans to retire shortly. The 
necessary funds are to be derived in part 
from the sale of $28,000,000 44%2% 
mortgage bonds. Financial status of the 
organization at the close of the year was 
strong; current assets of $68,259,561, 
contrasted with current indebtedness of 
only $13,609,655. The automobile tire 
price structure has permitted but small 
profits to manufacturers during recent 
years, but with rising prices for crude 
rubber, eliminated processing taxes, and 
expanding demand from automobile 
manufacturers, it seems probable that 
profits from this division will improve. 
Indicative of the better co-operation be- 
tween tire manufacturers, prices recent- 





ly were increased from 52% to 13%, 
In addition to the company’s pneumatic 
tire business, it ranks as the largest man- 
ufacturer of mechanical rubber goods, 
numbering among its products some 
32,000 different items. Business is ap- 
proximately evenly divided between 
tires and miscellaneous rubber goods, 
With only 1,156,101 shares of common 
stock outstanding, the leverage factor of 
capitalization would work sharply to the 
advantage of the junior equity during 
a period of prosperity for the industry, 
While the common is definitely specu 
lative, indications are that the construc: 
tive viewpoint is the logical one to as- 
sume at these levels. 


INTERNATIONAL HARVESTER 
Co. 


On the basis of your analysis of Inter- 
national Harvester last November, I bought 
some of this stock. In view of its excel- 
lent showing since then, I would be inter- 
ested in knowing to what extent further 
improvement is now discounted—if the 
stock may be held for further profit.—sS. E.,, 
Evanston, I[Il. 


Based on earnings per share in the 
year 1935 of $3.27, International Har- 
vester stock at present quotations cannot 
be regarded as cheap on the basis of 
ratio of per share earnings to market 
price, if judgment is based on the aver: 
ages. If, however, one takes into con 
sideration the record of this company, 
its outstanding trade position, and its 
probable prospects for satisfactory earn- 
ings in the future, then it is doubtful if 
present market prices fully appraise the 
merits of the issue. In the production 
of a complete line of tractors, Interna: 
tional holds undisputed leadership, and 
itis rapidly assuming a place of fore- 
most importance in the manufacture of 
automobile trucks. This line ranges in 
capacity from !4y to 7!/y-ton units, and 
recent announcement was made to the 
effect that three new models of im 
proved design had been added to the 
line. Both departments of the business 
hold favorable prospects for expansion 
in sales. Registration of International 
trucks in the United States increased to 
53,400 units in 1935 from about 31,550 
units in 1934. The potential market is 
by no means exhausted, and the award- 
ing of a government contract for 266 
dump and cargo trucks and 12 fire 
trucks, following sales in the first two 
months of this year to the government 
for CCC use of 326 trucks, suggests 
the extent to which the company is bene’ 
fiting from the government's rehabilita’ 
tion program. The outlook for farm 
purchasing power in the current year 1 
favorable, and there remains a large field 
for expansion in the use of the tractor, 
and in the form of replacement demand. 
Recently concluded foreign trade agree’ 
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3%, ments should improve the _—— of 
atic International from the standpoint of its 
mip export business, which may become a 
ods, factor of increasing importance. Finan- 
dally, International shows a status of 


ome : 

ap- aceeding strength, with total current 
mi asets at the end of 1935 equal to over 
ods. $253,000,000, comparing with total cur- 
non rent liabilities of less than $33,300,000. 
rof Dividends currently are being paid at 


the the rate of 30 cents quarterly, $1.20 
: annually, well covered by the earnings 


ri 

a in 1935 at $3.27 a share, and with busi- 
cu. m8 50 far in 1936 substantially above 
ruc iy (1935 levels, we believe the outlook con- 
/as-  tinues attractive. 


UNITED AIRCRAFT CORP. 


“ER I recently purchased 100 shares of United 
Aircraft at 25, and now have a few points 
loss. Shall I sell or continue to hold?—M. 
J], M., Brooklyn, N. Y. 


tter- 
ught fe a 
a. In view of its longer term prospects, 


iter. and further considering the pro- 
ther nounced earnings uptrend indicated in 
the | current reports, we incline to the opin- 
-E, ¥ ion that you may continue to hold your 
shares of United Aircraft with a fair 
the § chance of liquidating later at more ad- 
Jar- { vantageous price levels. Operations of 
rnot the company for the first quarter of the 
; of current year resulted in net earnings 
rket § equivalent to 17 cents a share on the 
ver- [ outstanding stock, whereas in the first 
con ff quarter of 1935 the earnings were equal 
any, § only 4 cents a share. Full year 1935 
| its earnings were at the rate of 21 cents a 
arn share, and if the improvement shown in 
ul if @ the first quarter continues throughout 
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ore § basis. Since the first quarter report was 
e of § sued announcement has been made of 


3 in § the award of contracts for aircraft en- THE PURE OIL COMPANY, U. S. A. 


inspires, and rew ards, confidence. 
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sion § the manufacture of airplanes, engines 
onal ad parts, and owns approximately . —EE $$ 
dto § 99% of Sikorsky Aviation Corp. 


550 § Chance Vought Aircraft, another di- 
et is ion of United, a ace of M A R K E T S T A T I S T l C S 
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ing the tremendous advances so far 
registered holds potential expansion 
prospects so extensive as to make it ap- 
pear that progress to date has done little 
more than scratch the surface. United 
. Aircraft is one of the most strongly en- 
trenched concerns in the industry, has a 
strong financial status, and appears to 
be well situated to obtain its share of 
the future business. 





SHELL UNION OIL CORP. 


_ I am told that Shell Union Oil is at- 
tractive at current prices. It is my under- 
standing though, that this company’s huge 
expansion program was carried out at the 
height of the boom, and that this must be 
paid for out of current earnings. Please 
advise me.—W. E. C., Chicago, Ill. 


While Shell Union Oil Corp. 
achieved its distinction as the third 
largest oil unit in the United States 
during the boom period, and it later 
developed the expansion program was 
undertaken at an inopportune time, the 
company has made tremendous strides 
during the depression years toward re- 
ducing the substantial amount of obli- 
gations which were accumulated during 
the expansion period. At the end of 
1930, funded debt amounted to more 
than $125,000,000, but through re- 
demption and open market purchases 
at favorable opportunities, outstanding 
bonds and serial note indebtedness at 
the end of last year were reduced to 
$53,116,500. In March last, further 
important interest savings were assured 
when an issue of $60,000,000 of 3YA~% 
debentures was successfully floated, the 
proceeds of which were utilized to call 
the $47,116,500 of outstanding 5% de- 
bentures and to build up working capi- 
tal. The direct result of this financing 
was an annual interest saving of ap- 
proximately $1,200,000. Furthermore, 
operations last year were on a profit- 
able basis for the first time since 1929. 
Consolidated net profit reached $6,- 
812,835, equivalent to 37 cents a share 
on the 13,070,625 shares of common 
stock, which compared favorably with a 
deficit of $949,111 in 1934. Ahead 
of the common stock are 370,800 
shares of 5Y%2% preferred stock on 
which dividend arrearages approximate 
$26.13 a share to April 1, 1936. In 
this connection, the management re- 
cently announced that resumption of 
preferred dividends is justified by the 
improved financial status and, in addi- 
tion, first quarter net income was 
$1,681,984, as compared with a deficit 
of $1,121,041 last year, with April 
earnings showing still further improve- 
ment. Asa result of its expansion pro- 
gram, the company now has nation- 
wide distribution facilities and it is 
credited with having one of the largest 
reserves of crude oi] in the world, the 
potential output of which would be 
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sufficient to fill all its refinery needs. 
At the present time, however, adher- 
ence to pro-ration schedules is restrict- 
ing output to about 55% of its require- 
ments. Summing up the situation, 
Shell Union is now in a position to 
prosper once normal conditions prevail 
in the oil industry since it is firmly 
entrenched as one of the larger well 
integrated units. Indications seem to 
point toward a brighter and more pro- 
fitable medium term future in the in- 
dustry after its depression years of 
constant strife and Shell Union, in 
particular, is in a favored position to 
participate in this improvement, when 
it occurs. While dividend distributions 
on the common stock can not be looked 
for until arrearages are cleared on the 
preferred issue, the junior equity does 
not appear overpriced and, in our 
opinion, it is suitable for retention in 
portfolios. 


PHILIP MORRIS & CO. 


In view of the poor showing of the 
cigarette stocks, and because of the great 
advance in Philip Morris & Co. shares in 
the past year, I will appreciate your advice 
on the wisest course for me to pursue in 
connection with my 150 shares bought at 
an average of 437—F. D., Cincinnati, Ohio. 


From a relatively obscure unit in the 
tobacco trade, Philip Morris & Co., 
Ltd., has made remarkable strides for- 
ward in recent years and it now ap- 
pears to be firmly established in this 
relatively stable industry. Entering the 
field with its 15-cent straight “Philip 
Morris” brand in 1932, at the time 
when competition was the keenest, 
sales have since increased phenomenally 
due to shrewd merchandising and ad- 
vertising policies, based largely on the 
quality appeal of the product. Volume 
for the fiscal year ended March 31 is 
estimated at over 3,500,000,000 cigar- 
ettes, an increase of 60% over the pre- 
ceding fiscal year. The substantial in- 
crease in volume resulted in the largest 
earnings in the history of the company 
for the fiscal year ending March 31, 
1936, when net income of $2,408,105 
was equivalent to $5.80 a share on the 
415,026 shares of one-class common 
stock. This makes a highly favorable 
comparison with net income of $1,556,- 
565, or $3.75 a share on the same 
amount of shares in the previous fiscal 
period. There are no capital obligations 
ahead of the common stock, although 
the tremendous rise in volume has neces- 
sitated a heavy increase in inventories 
and, as a result, bank loans increased 
from $2,550,000 to $3,800,000. It is 
hardly likely that these loans will be 
financed in the near future as the bank’s 
interest rate is only 1¥2%. Consider- 
ing the progress that this company has 
made, in comparison with the larger 
companies operating in the same field, 


we feel that the company is definitely 
established and the shares are conserva- 
tively valued in relation to current and 
prospective earning power and also 
with regard to other leading issues in 
the cigarette group. It is probable that 
later in the year there will be an in 
crease in the $1 regular annual divi 
dend, but due to the necessity for 
building up inventories and working 
capital because of the expansion of 
business, it is doubtful if a liberal in- 
crease in the rate will be given. As 
you have a substantial profit in the 
holding and the outlook for further 
extension of earning power appears 
favorable, we see nothing in the cur- 
rent picture to warrant any other action 
than retention of holdings. 


YOUNGSTOWN SHEET & TUBE 
Co. 


I have 100 shares of Youngstown Sheet 
& Tube cought at 34. I am interested im 
knowing to what extent current prices now 
reflect the improvement this company has 
been showing. Will you advise me there- 
fore, and tell me if you believe the stock 
can go higher?—P. M. C., Cleveland, Ohio, 


We can readily understand your 
concern with regard to the current 
price of Youngstown Sheet & Tube 
Co. common stock when considering 
the sharp advance in the shares in re 
cent months. However, recent develop- 
ments in the company have been of 
such magnitude, that it is generally 
believed present market values do not 
overdiscount the progress of the com- 
pany. Formerly, a one product com 
pany, it has branched out in the past 
several years on a large scale in lighter 
steel products, especially in strip steel 
used in automotive and other indus 
tries, and it is now an active competi 
tor in this market. A more recent de- 
velopment is the successful refunding 
operation, which included sale of 
$60,000,000 first 4% bonds due 1961, 
and $30,000,000 convertible 3'2% 
debentures, due 1951. This enabled 
the company to call the outstanding 
$62,628,000 first 5's of 1978 at 105 
with interest to July 1, 1936, and also 
$22,334,000 first 5's of 1970 at 105 
with interest to October 1, 1936, for 
immediate payment. This refunding 
will effect a gross interest saving of 
$798,100 annually. With the addi 
tional funds, the company is contem: 
plating the retirement of $2,887,500 
back preferred dividends, or $19.25 a 
share. In this respect, Youngstown 18 
about the only large steel company 
which is in a position to take care of 
dividend arrearages without increasing 
fixed charges and preferred dividends 
ahead of the common stock. Opera’ 
tions are steadily improving with the 
current rate of ingot capacity at 76%, 
which compares with 61% for the first 
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quarter of the year and as a result, 
second quarter earnings will likely ex- 
ceed the net profit of $1,897,299, 
equivalent to $1.43 a share on 1,200, 
000 common shares in the first quarter 
of 1936. This figure compares with a 
deficit of 67 cents a share in the initial 
quarter of 1935. Financial position is 
excellent and during the first quarter of 
the year, bank loans of $3,000,000 were 
liquidated. Despite this drain on re- 
sources, cash and marketable securities 
amounted to $9,016,602 and the ratio 
of current assets to current liabilities 
was 7.94 to 1 on March 31, 1936. With 
a probability of early elimination of 
preferred arrearages and earning power 
conservatively estimated at $3 per 
share, at least, for the first half year, 
the common stock appears to us rea- 
sonably priced at present levels of 56 
in relation to current and prospective 
earning power and we believe the stock 
is one of the most attractive specula- 
tions in the steel group for medium 
term price appreciation. 


CONTINENTAL INSURANCE CO. 


For several years I have been holding 
Continental Insurance bought at 38. At 
present prices I can get out even, and I 
might be inclined to do this, but as a new 
reader of your publication, I would like to 
have your opinion before acting. —P. C. B., 
Baltimore, Md. 


The future market value of Conti- 
nental Insurance will, to a large extent, 
be influenced by price levels in the se- 
curity market, since of the total assets 
of about $88,000,000 reported at the 
end of 1935, securities owned comprised 
over $80,500,000. The securities ac- 
count was divided approximately 70% 
in stocks and 30% in bonds. Since the 
market fluctuations in stocks usually 
cover a wide range, the asset value of 
the shares of Continental Insurance Co. 
is sensitive to changes in the security 
market proportionately. At the close 
of the year 1935 the asset value per 
share was $36.55, compared with 
$27.87 at the close of the preceding 
year. During the year 1935 the com- 
bined gains from underwriting and in- 
vestments was very nearly $20,000,000 
($3.28 per share on the stock) and of 
that figure approximately $16,500,000 
represented income from investments, 
increase in the value of the securities 
and profits taken on holdings. The port- 
folio of stocks included railroads, pub- 
lic utility and bank stocks, and over 
27% of the total in other common is- 
sues. Slightly less than 20% of the 
total were invested in the form of in- 
surance company stocks. It will be seen 
from the above data, that the shares of 
Continental Insurance offer participa- 
tion in a widely diversified investment 
portfolio, in addition to participation in 
the earnings of the company from its 
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underwriting business, and as such, pre- 
sent at least reasonable expectation of 
Icnger term appreciation in asset value 
as security prices advance to higher 
levels. There also appears probable in- 
creased dividend disbursements, in line 
with larger receipts in the form of in- 
come on security holdings. From that 
point of view, retention of your hold- 
ing of these shares could be suggested. 








Business Struggles With 
Changing Price Trends 


(Continued from page 208) 








on volume. It would appear especially 
regrettable that the proposed price ad- 
vances apply to various steels used 
largely in construction and by the rail- 
roads, both of which fields are still in 
the grip of depression. 

The price outlook in the oil industry 
recently has become uncertain as a re- 
sult of sharply higher production of 
crude oil. On the favorable side the 
season of greatest consumption of gaso- 
line is at hand and this demand this 
summer will be at record high. At this 
writing it appears to be “touch and go” 
which one of these opposing factors 
will have greatest weight on the price 
structure. 

Because of recent weaknes in some 
of the securities of companies making 
building materials there is apparently 
an impression of general softness in 
prices of building materials. This is 
not true. The composite index of 
building materials issued by the Bureau 
of Labor Statistics is moderately higher 
than it was a year ago and has shown 
virtually no change for some weeks. 
The price weakness adversely affecting 
earnings of several companies centered 
in the highly competitive field of 
asphalt and asbestos roofings and, ac- 
cording to trade report, has now been 
partially corrected. 

Fertilizers have experienced a re- 
newal of competitive price cutting. 

Other “weak sisters” at present in- 
clude solvents and alcohol, a highly 
competitive situation; soaps, the manu- 
facturers of which will have some in- 
ventory losses as a result of decline in 
various raw material prices, notably a 
sharp decline in tallow; and cheaper 
rugs, in which a wave of price cutting 
has recently broken out. Moderate de- 
cline in certain fats and oils, together 
with iodine and potassium iodide, has 
resulted in a slight lowering of the in- 
dex of chemicals. 

What is the right price? Well, in 
theory, it should be the price that will 
move the largest volume of goods—but 
in practice the complications are enor- 
mous. America on the whole is com- 


mitted to the philosophy of mass pro. 
duction, but neither in the policy of 
the Government nor the widely vary. 
ing practices of our different industries 
and individual business men is there 
any common price philosophy. 

The Government favors lower prices 
for electricity on the conviction that 
this is the way to increase demand, 
And the Government recently prose. 
cuted and won an anti-trust law suit 
against the American Sugar Institute 
which was trying to establish fair trade 
policies that would eliminate or curtail 
destructive competitive practices. On 
the other hand the Government adopts 
Social Security legislation with full 
recognition that it will cost vast and 
increasing sums which in the main will 
have to come out of the consumer in 
the form of higher prices. Moreover, 
Mr. Roosevelt persistently advocates a 
shorter working week at unchanged 
pay, and has publicly espoused the 
strange doctrine that lower production 
costs do not mean greater public pur- 
chasing power but the opposite! 

In business every entrepreneur has 
his own idea of what price should be. 
The motor industry is the outstanding 
champion of the theory that ever lower 
prices of finished goods, made possible 
by improved technic of production, is 
the sound road to prosperity under the 
free initiative of the profit system. 

Unfortunately, too many American 
industries and American business men 
either do not share the philosophy of the 
motor industry or, in any event, do not 
put it into practice. Every tariff deal 
put through to preserve an inefficient 
industry, every “stabilized” price such 
as that which the steel industry main- 
tained during most of its history, every 
union-enforced wage scale that is higher 
than the exchange value of the services 
rendered, when measured in terms of 
other services or goods — every price 
rigidity set up by Government or by 
business men whose greatest concern is 
today’s profits is a nail in the coffin of a 
free and competitive profit system. 

The evidence overwhelmingly sup: 
ports the mass-production-cost-reduc’ 
tion policy of the motor industry. 
Let's put it this way: The right price 
for finished goods is the lowest pow 
sible price that can be established 
without impairment either of fair wage 
scales or reasonable return upon in 
vested capital. That price over a long 
period should gradually decline, with 
labor, capital and the consumer sharing 
fairly in the benefits of technical ad- 
vance and reduced unit costs. Between 
that price and the prices of farm prod 
ucts and raw materials there should be 
a balanced, stable and equitable rela 
tionship. 

That will be our common prec 
philosophy when the millennium comes 

but not soon. 
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The Utilities in Recovery 
(Continued from page 222) 
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poses of its report were the rates in 
effect in May, 1934, and they now 
have only an academic interest. Since 
that time some of the private com- 
panies have engaged in the orgy of 
rate cutting to which attention has been 
called and if more recent figures were 
available no doubt they would show 
even greater reason why the Adminis- 
tration’s “birch-rod yardstick” should 
be applied to municipal plants. 

Just what will eventually come out 
of all of this ballyhoo about govern- 
ment ownership and operation of our 
utility services no one can predict at 
the moment. It is a fairly safe bet, 
however, that the good sense of the 
American public will prevail even 
though it be after it has had its pants 
dusted a good many times. If the plans 
of the Administration should be carried 
out to their logical conclusion it means 
the destruction of more than 19 billion 
dollars worth of national wealth which 
is fair sized slice of our total value. 
But this is only far in the future and 
past experience has taught us that the 
political picture can change over night 
in a startling way and this possibility 
is hardly a cause for any immediate 
worry. 


What Will Become of the Holding 
Companies? 


Utility holding companies and their 
ultimate fate is a subject which has 
been in the spot-light for some time 
and will be hanging around on the 
stage for some time to come. It can be 
assumed—and history will record that 
the assumption has been justified— 
that the holding company with a simple, 
straightforward capital structure will 
survive without much difficulty. A 
good example is the Commonwealth & 
Southern which has carried much of 
the burden placed upon the privately 
owned and operated utilities by such 
projects as the T V A and its inter- 
minable broadcasts. Holding compa- 
nies of this type have a very definite 
economic reason for existing and all 
the arguments are on their side. No 
temporary political administration, no 
matter how vicious its attitude toward 
the private utilities may be, can do 
them any great amount of permanent 
damage. 

The intermediate holding company— 
the company which stands between the 
overlord and the operating company 
—will probably have to go. It is difh- 
cult to justify its existance even though 
there may seem to be many good finan- 
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As New Jersey Goes Forward 
Public Service Keeps Pace 


New Jersey is marching onward! The 1935 


report of the Federal Census Bureau shows that 





the population of New Jersey increased 6.1 per 
cent in the period of 1930-1935 while that of its neighbors, Pennsyl- 


vania and New York, increased by 4.5 and 2.4 per cent respectively. 


Public Service Electric and Gas Company supplies electric energy 
for about one-fifth of the state’s area. In this one-fifth reside 
approximately 80 per cent of the 4,288,000 population and are 


located 90 per cent of the state’s industrial plants. 


As of December 31, 1935, there were 958,385 electric meters in 
use and 95 per cent of the industrial plants in the territory were 


obtaining central station power. 


While New Jersey was showing the splendid increase in popu- 
lation, Public Service was showing an emphatic growth in the 
sales of electricity for use in the homes of the state. The average 
annual Kilowatt hour sales to the residents increased by about 
25%. The first four months of this year show a 6.8 per 


cent gain over the corresponding period of last year. 


Sales of appliances are showing a gratifying increase. For the 
first four months of this year 693 ironing machines were sold as 
against 371 for the like period last year; 8,003 irons this year, 
6,684 last year; 3,081 washing machines this year, 1,847 last year; 
1,848 refrigerators this year, 871 last year, and corresponding 


increases in all departments of the appliance field. 


Public Service, alert to its responsibility of serving adequately 
and efficiently the state’s need for electric energy, keeps ahead of 


the demand as New Jersey goes forward. 


Public Service 
Electric and Gas Company 
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Bank, Insurance and 
| Investment Trust Stocks 














Active Issues 


Quotations as of Recent Date 


BANE AND TRUST COMPANIES 





Bid Asked 
SID i ce bacoee 56 57 
Bank of Manhattan (1}4)........ 27 2844 
Bank of N. Y. & Trust (14)....... 491 499 
Central Hanover (4)............. 110 113 
|) ee 89 
Chemical (1.80)................. 68% 545 
Oe a ea 33 35 
Corn Exchange (8).............. 5944 6044 
Empire (1)........ . a 24 
First National (100)............. 1885 1925 
arene .—lU Re ; aa st 
Irving Trust (.60) . . : 1 
Lawyers Trust (2.40)............ 44 47 
Manufacturers (°1.25)........... 4414 46 
BRT WO TD) nvceskcvccccssscs MED 121 
United States Trust (°70)....... .1945 1995 


INSURANCE COMPANIES 


Deten Fire (2.09)... 2... 5.000060 53 55 
ES eee 3334 3544 
XG) ae 274% 29 
Glens Falls (1.60)............... 3934 41% 
US eee 41% 46 
Great American (°1.20).......... 27% 28% 
Hanover F. (1.60)............... 3814 404% 





cial reasons for its continuance. The 
trouble is that it has been used only 
too often for all sorts of financial 
juggling and there will have to be some 
sound economic reasons as well as ex- 
cuses for its place in the financial struc- 
ture to withstand the force of public 
opinion and particularly the opinion of 
investors in public utility securities 
who are becoming better informed every 
day. 

In discussing holding companies some 
distinction must be drawn between those 
which operate in non-contiguous ter- 
ritories and those which operate only 
in a closely knit one. The company 
which operates in a non-contiguous 
territory, which spreads itself over the 
map, in unconnected subsidiaries may 
be said to have diversified its risks and 
to be protected against annihilation by 
the oppression of any single state legis- 
lature or from localized industrial de- 
pression. On the other hand, the fam- 
ous death sentence of Section Eleven 
in the Public Utility Act of 1935, un- 
less invalidated, calls for the dissolu- 
tion of non-integrated, far flung sys- 
tems. It is true that disposal of pro- 
perties under such pressure might not 
seriously impair the security holder's 
equity, particularly if properties could 
be satisfactorily exchanged between 
various holding companies, but secur- 
ity prices might be seriously impaired 
for psychological reasons. 

The holding company within a single 


INSURANCE COMPANIES—(Continued) 


Bid Asked 
Hartford Fire (2)............... 73% 7644 
3G!) See 3434 3634 
OS OS 71% 4% 
8 ree 854 894 
oS eer 460 
| eee eee 569 679 
United States Fire (1.80)......... 61 63 
Westchester F. (*1.40).......... 34 36 


INVESTMENT TRUSTS SHARES 
a Chl ews a eae 22% 2344 
3 .53 


Corporate Trust—AA............ 





iin oo ae disse eke 25.36 27.32 
Incorporate Investors............ 21.64 23.27 
|) aaa er 18.57 20.08 
Massachusetts Invest............ 24.88 26.40 
Nation-Wide Securities B........ 4.19 4.29 
No. Amer. Trust Shares 1958..... 3.28 nase 
Quarterly Income Shares........ 1.52 1.68 
Spencer Trask Fund............. 19.31 20.54 
Uselps Voting Shares............ 1.06 1.14 


* Includes extras. 








state, or one operating integrated pro- 
perties in nearby states would not be 
subject to the death sentence. It is, 
however, vulnerable to an _ attack 
through taxation or oppressive regula- 
tion by a state legislature. 

These are considerations which the 
investors in public utility securities 
must weigh carefully. It will not do 
to generalize. Each company must be 
classified and its future appraised not 
only from the standpoint of its finan- 
cial position and prospective income, 
but also for the outlook for its type of 
company. In this latter regard much 
will depend on the Supreme Court's 
decision concerning the constitution- 
ality of the Holding Company Act 
when a broad case finally reaches the 
highest court. In the meantime, recog- 
nizing that present prices have over- 
discounted much that is adverse, it is 
difficult to see how the individual posi- 
tion can be improved by any wholesale 
disposal of utility issues. 

At least in these securities the holder 
has the satisfaction of knowing that 
his money is invested in the production 
of an indispensable commodity. The 
depression has shown that apparently 
the public has quite as much difficulty 
in getting along without this commo- 
dity as it has in getting along without 
food. No major industry has come 
through the past 5 or 6 years with a 
better showing. It has managed to 
maintain employment as well as real 


wages at almost the 1929 level if we 
exclude new construction. Its financial 
structure is still sound. It has been 
able to withstand the most vicious as 
saults by a great variety of enemies 
not forgetting that most ancient and 
powerful of all enemies, a certain 
amount of stupidity within the indus 
try itself in abandoning many of its 
defenses against political attacks. 
As we read in Schiller’s “The Maid 
of Orleans”: “Against stupidity, the 
very gods themselves contend in vain.” 








Are Higher Taxes 
Necessary? 
(Continued from page 209) 








if complete recovery is achieved. Hence 
the margin for debt retirement would 
be still greater. The estimate of $8, 
000,000,000 of revenues makes gener: 
ous allowance for the probability that 
in full recovery some of the present 
“nuisance” taxes may be eliminated or 
reduced. It, of course, takes no ac 
count of the Social Security taxes, 
which will be apart from the regular 
Federal revenues and will be paid by 
the consumers in the form of higher 
prices. . 

Under economic conditions approxi 
mating 1929, the major Federal money 
raisers would be—in the order named 
—the personal income tax, corporate 
income tax, liquor taxes, gasoline and 
miscellaneous excise taxes, estate and 
gift taxes, tobacco taxes and customs. 
Each of these items is estimated indi 
vidually in the accompanying charts 
Relatively small changes are assumed 
in tobacco, customs and gasoline and 
miscellaneous excise taxes. Under full 
recovery there will be large gains in 
estate and gift tax revenues, liquor 
tax revenues, corporate income tax 
yields and the return from the per 
sonal income tax. The latter will show 
the biggest jump of all, fully three 
times the yield of 1929. 

The income tax now begins on an 
income of $1,000 for a single person, 
$2,500 for a married person. The 
1929 exemptions were, respectively, 
$1,500 and $3,500. The normal rate 
now is 4 per cent. It was only 1% 
per cent on the lower incomes in 1929, 
ranging up to 5 per cent on larger 
incomes. A credit of 25 per cent was 
allowed in 1929 on earned income up 
to $30,000. Now the credit is 10 
per cent and applies only on earned 
income up to $14,000. Surtaxes began 
at only 1 per cent on $10,000 in 1929 
and the highest surtax rate was 20 
per cent on all income over $100,000. 
Today the surtax begins at 4 per cent 
on $4,000 and mounts to 75 per cent 
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EDISON SERVICE IN CHICAGO 





EVENUES from the sale of electricity 
by the Commonwealth Edison Com- 
pany in 1935 amounted to $78,533,303.58, 
an increase of 4.1 per cent over 1934. 
Kilowatt-hours sold in 1935 amounted 
to 3,682,862,000, an increase of 4.2 per 
cent over 1934 and only 3.6 per cent un- 
der the Company’s record total of 1929. 
The maximum load of the Company’s 
system amounted to 953,000 kilowatts, an 
increase of 6.8 per cent over the maximum 
load in 1934 but 4.7 per cent under the 


the low point in May, 1933 but 20,000 
less than the record total of January, 
1930. 

The average annual use of electricity by 
residential customers (including consump- 
tion of residential hall-lighting customers) 
in 1935 amounted to 792 kilowatt-hours as 
compared with 766 kilowatt-hours in the 
previous year. 

The total number of stockholders of the 
Company at the end of 1935 was 61,258 
of whom approximately 86 per cent live in 
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record of 1929. 





The gross number of customers at the 
end of 1935 was 931,600, a gain of 6,400 
for the year. This was 57,400 greater than 


COMMONWEALTH 


Illinois and 72 per cent in Chicago. 

A copy of the annual report of the Company 
for 1935 will be sent upon request addressed 
to the Secretary. 


EDISON COMPANY 


72 West Adams Street, Chicago, Illinois 








on income above $5,000,000. It is 
here, especially in the surtaxes on in- 
comes from $5,000 to $100,000, that 
the yield will be enormously increased. 

For corporations that pay the great 
bulk of the present corporate income 
taxes, the present rate is 15 per cent. 
It was 12 per cent in 1929. The in- 
crease is 25 per cent. It is on this 
basis that the potential yield is esti- 
mated in the accompanying chart. Ac- 
tually, it is highly probable that the 
proposed rate of 18 per cent in the 
tax bill pending in Congress as this is 
written will be adopted. This will be 
§0 per cent higher than in 1929 and on 
1929 corporate income would jump 
the yield to approximately $1,852,000,- 
000. 

Within the brief space of this ar- 
ticle there is no need to discuss the 
taxes on capital gains, estate and gift 
taxes—both of which are much heavier 
than in 1929-—or the new revenues 
that will come from the proposed 
supertax on specified proportions of 
undistributed corporate earnings or the 
additional revenue that will come from 
applying the normal tax rate of 4 per 
cent to dividend income received by 
stockholders. 

Given full economic recovery, in 
short, even the most gifted New Deal 
spenders would have a hard job spend- 
ing all the money that the present tax 
system would yield. 





A MUNICIPAL PLANT 
IS NO ARGUMENT FOR 
INDUSTRY 


UNICIPAL electric plants exist only 
if they have the good-will of voters. 








That is why they can discriminate in rates 
and service in favor of domestic customers, 
who make up the great mass of voters, 
and against the relatively few industrial 
customers such as mills and factories. 


Facilities of municipal plants often are 
not adequate to care for expandimg indus- 
tries. According to latest census figures, 
municipal plants sell only 1.4% of power 
used by industry, although they sell 5.7% 
of all energy consumed. 














~~ Factories Need Reliable Power 





Often, in towns with municipal plants, the 
local industries buy their power from a 
private company. Manufacturers must 
have dependable service, free from inter- 
ruptions, such as can better be obtained 
from an interconnected system than from 
an isolated municipal electric plant. 


Communities everywhere would do well 
to remember that a municipal electric plant 
is no argument to attract new industries. 
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New York Curb Exchange 
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Montgomery Ward 
(Continued from page 215) 








Active Issues 


Quotations as of Recent Date 





1936 
Price Range 
Bee Recent 
Name and Dividend High Low Price 
Alum. Co. of Amer......... 152 87 12244 
Amer. Cyanamid B (.60).... 4034 29 35 
Amer. Gas & Elec. (1.40)... 433% 333, 3634 
Amer. Lt. & Tr. (1.20)...... 25 17% 20% 
Atlas Corp. ({.40).......... 164% 11% 12 
Bower Roller Bearing (1)... 2934 20% 21 
aes 10% 1% 9 
SS Se 7% 3 4% 
Cities Service Pfd.......... 59% 41 


61 
Colum. G. & E. v. Pfd. (5).. 114 $3? 10334 
Commonwealth Edison (4).. 112 97 99 

Consol. Gas Balt. (3.60). ... 





Se ae 31 24 2816 
Creole Petroleum (+.20).... % 619% 826% 
Doehler Die Casting........ 853%, 2734 32 
Driver Harris (1).......... 39 28%, +34 
Elec. Bond & Share........ 254% 15% 19% 
Elec. Bond & Share Pfd. (6). 87 74% 881% 
Ex-Cell-O A. & T.......... 235 144% 16 
Ferro Enamel (1)...... -- 4034 283 
Flintkote A (*1)............ 35% 37% 
Ford Mot. of Can. “A” (¢.50) 2834 2054 2134 





1936 
Price Range 
Recent 
Name and Dividend High Low Price 
Glen Alden Coal (1)........ 18% 18% 14% 
Hall oh: 834 5% 67 
Hudson Bay M. & S. (1).... 283%, 2234 2514 
Hamble OF (2) ...........0 76 57144 «558 
Imperial Oil (*.50)......... 24 20% 21% 
Iron Fireman (1)........... 3144 2334 21% 
— & Laughlin.......... 44 30 36 
e Shore Mines (*2)..... 6914 61 58% 
Mueller Brass (.80)........ 3544 2344 29% 
National a Ref. (2)..... 30 23 27% 
Newmont Mining (2)....... 9634 744 84% 
Niagara Hudson Power..... 1134 1% 9 
Niles-Bement-Pond........ 44% 284% 36% 
New Jersey Zinc (2)........ 92% 69144 179% 
Pan-Amer. Airways (1)..... 6634 4534 657 
Pepperel Mfg. (3).......... 704, «655 56714 
Pitts. Pl. Glass (*2)........ 140 984% 120 
Sherwin-Williams (4)....... 14544 117 12314 
South Penn Oil (*144)...... 404% 82% 634 
United Shoe Mach. (*214) 90 83 85% 


* Includes extras. f Paid last year. 


t Paid this year. 
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Re-appraising the Building 
Stocks 
(Continued from page 234) 








able from the leading paint companies. 
The president of the Glidden Co. stated 
recently that sales were running well 
ahead of a year ago but that paint 
prices were too low. Low prices held 
down paint profits last year. For ex- 
ample the biggest maker, Sherwin-Wil- 
liams, showed sales in 1935 18.5 per 
cent over 1934 but profits up only 12.7 
per cent. Unofficial estimates are that 
this company’s sales in recent months 
have been running nearly 28 per cent 
above a year ago, but the effect on 
profits has not been disclosed. 

The leading makers of floor cover- 
ings—Armstrong Cork and Congoleum 
—made excellent progress in earnings 
last year, as compared with 1934, but 
no interim reports are available. 

In lines where the price structure is 
firmer reported earnings are making a 
much better comparison. Thus, Inter- 
national Cement earned 71 cents a 
share in the first quarter, as compared 
with 18 cents a year ago. United 
States Gypsum, although affected by 
price competition and higher costs, 
earned 25 cents a share, against 21 
cents in the first quarter of 1935. 
American Radiator does not issue 
quarterly reports, but sales for the first 
quarter were 30 per cent higher than 
a year ago and the price structure is 
believed to be firm. Holland Furnace 
showed a loss for the first quarter, but 
this is of seasonal character. It did 
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not issue quarterly reports in 1935, so 
no comparison is possible. Reynolds 
Metal earned 26 cents a share in the 
first quarter, against 30 cents a year 
ago, the costs of development work and 
expansion being largely responsible for 
the decline. Minneapolis-Honeywell 
Regulator earned 27 cents a share in 
the first quarter—the stock having been 
split three-forone not long ago— 
against a small amount on the pre- 
ferred a year ago. Here too the first 
quarter is seasonally poor. 

The building issues which have de- 
clined no more than the general mar- 
ket and hence those that show the 
strongest current performance include 
Minneapolis-Honeywell, International 
Cement, Devoe & Reynolds “A,” Glid- 
den, Sherwin-Williams, Congoleum and 
Armstrong Cork. 

We stated above that it is not pos- 
sible to obtain full representation in 
the building revival through any listed 
“building” equity. This is further in- 
dicated by the fact that whereas the 
total volume of construction for the 
first four months of 1936 was 85 per 
cent higher than a year ago, none of 
the above companies can show a sales 
gain that large. 

As for the outlook, there is going to 
be a continued uptrend in construction, 
probably an ultimate boom. There is 
going to be a boom neither in con- 
struction nor in profits of the building 
stocks over the next year. The better 
stocks, however, will continue to sell 
on a relatively high earnings basis be- 
cause of the strength of the longer con- 
struction uptrend. The greatest prom- 
ise is in stocks of the most diversified 
companies or in those whose products 
have advantage of a firm price base. 


first quarter of the present fiscal year 
will be maintained throughout the year, 
per share earnings could reach $3.44 
for the full year. This would mean 
that the stock at 44 is selling around 
12.8 times prospective 1936 earnings 
per share. 

That is a conservative ratio in the 
present “easy money” market and the 
company’s progress and prospect would 
appear to justify a higher appraisal, 
even though it should be recognized 
that as essentially a consumption goods 
equity its speculative potentialities are 
necessarily less dynamic than in stocks 
of the “prince and pauper” heavy in- 
dustries. It is also to be borne in mind 
that merchandising stocks usually are 
appraised in fairly low ratio to earn 
ing power. Even so, the issue at pres 
ent prices—in the opinion of this ana 
lyst—is not without substantial specu: 
lative promise. 

The chances are that for some time 
to come that promise is more likely to 
be fulfilled in market appreciation than 
in liberal dividends, In the modest size 
of the present dividend—20 cents a 
share was recently voted, without any 
indication of future policy—and in the 
comments of Mr. Avery both in his 
last annual report and at the recent 
meeting of shareholders, it can be in 
ferred that while much progress has 
been made during the past several 
years there is much yet to be done be: 
fore Ward’s operating setup is satis 
factory to the present management. 
Considering the character of the busi 
ness, maintenance of large working 
capital is desirable. It is needed both 
to finance further possible revamping 
of present facilities or expansion of 
them and, secondly, to finance the in: 
creased inventories that further sales 
expansion will make necessary. Thus, 
inventories at the year end were $65, 
435,000, an increase of 23 per cent. 
Moreover, receivables, less reserves, 
were up by $13,184,000 or 64 per cent, 
reflecting chiefly further development 
of time payment sales, this business 
having been extended in 1934 to all 
classes of Ward merchandise. 

Bearing on the dividend and finan 
cial policy, Mr. Avery made this state 
ment to questioning shareholders: 

“We are on the verge of needing 
more capital in the business. At the 
moment we do not.” 

Apparently it is the intention of the 
management to build up needed cap 
tal out of earnings, rather than put any 
debt ahead of the stock, which is pre’ 
ceded by only 210,554 shares of $7 
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Class “A” stock on which all arrears 
were paid off last year. 

Montgomery Ward’s longer prospect 
depends chiefly upon two things—the 
commodity price trend and the trend 
of public purchasing power, especially 
of the medium and low income groups 
of our people, including the farmers— 
and, secondarily, on further increases 
in operating efficiency. On the record 
of the Avery management to date, we 
take it for granted that internal prog- 
ress will go further. 

As regards the external factors, a 
general and serious price deflation is 
not on the cards—certainly not for 
some time to come. The alternatives 
appear to be general price stability, 
with agricultural and industrial prices 
in better balance than at any time in 
many years, or a gradual rising tend- 
ency in the composite price line. Either 
such trend would be advantageous to 
Montgomery Ward. 

Public purchasing power is clearly in 
the cycle of recovery, but is consider- 
ably under what it was in the last 
period of prosperity and hence there is 
room — and prospect —of ultimately 
greater expansion. That Ward's sales 
have reached a record high at a time 
when general purchasing power re- 
mains sub-normal is due, first, to the 
business added by the relatively new 
venture in chain stores and, second, to 
the abnormal factor of the Govern- 
ment’s farm benefit payments and 
emergency spending, these two superim- 
posed on the general economic recovery. 

The wisdom—and longer results—of 
the Government’s abnormal spending 
remain for time to test, but it is certain 
that this support will not soon be with- 
drawn. Indeed, such spending, includ- 
ing distribution of the veterans’ bonus, 
will reach a new peace-time high dur- 
ing the third quarter of this year. 

Montgomery Ward operates sixteen 
complete department stores and _ six- 
teen small stores dealing mainly in 
radio goods and motor accessories, but 
makes its heaviest bet on 457 medium 
size stores of restricted inventory do- 
ing an annual business of from $150,- 
000 to $750,000 each and located 
chiefly in smaller towns and cities. 

Both in store and mail order business 
Montgomery Ward holds an especially 
strong position in the Middle West, 
Northwest and the Pacific Coast. This 
general territory embraces the most 
prosperous farm areas in the country, 
far above the South and Southwest in 
average cash farm income. 

With due allowance for the abnor- 
mal supporting influence of the present 
New Deal spending, it is a safe assump- 
tion that a full recovery in our eco- 
nomic organization and in the national 
income will see Montgomery Ward 
sales top the present record highs by a 
substantial margin. 
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STEEL 


MOVES SWIFTLY AHEAD 


The continuous sheet-rolling process, invented and perfected 
by Armco in 1922, has exerted a beneficial effect that has 
extended far beyond the steel industry. ® Since the early days 
of the crude Welsh rolling mills, the art of producing sheet 
metal had followed much the same pattern . . . back-breaking 
toil and none-too-uniform quality. © This was the picture 
that Armco changed decisively after years of research and 
experiment. The incredulous said it could not be done; but it 
was done. And in that achievement lies a story of industrial 
progress as thrilling as a work of fiction. © The modern 
continuous mill has not only been responsible for a wide reduc- 
tion in the cost of sheet metal, but it has been a major factor 
in reducing the cost and improving the quality of hundreds of 
finished metal products. ® Better iron and steel and enough 
of it to meet the economic philosophy of abundance—these are 
the real riches bestowed by this Armco contribution. Vision 
and the will to see it through remain today as 
always the final answer to successful service. The 
American Rolling Mill Company, Executive 
Offices: Middletown, Ohio. 











The 3-FOLD Market 


Offered Advertisers by 
THE MAGAZINE OF WALL STREET 


1 50,000 readers, with not only the desire, but also the ability to 
buy your product. 


2 50,000 readers predominantly among the country’s leading cor- 
poration executives, officers and directors—who control or exert 
powerful influence over the huge purchases of their corporations. 


50,000 rich and active security buyers who seek in our magazine 
opportunities to profitably employ their surplus funds. 
es 
Paid Cireulation Now Over 50,000 




















Significant Foreign Events 
(Continued from page 219) 








manufacturing countries of Austria, 
Hungary and Rumania. Furthermore, 
when the United States—and later, 
France, Great Britain and Germany— 
commenced curtailing importations of 
rope hemp and attar of roses, foreign 
exchange balances dwindled and Bul- 
garian industries suffered for lack of 
raw material supplies. Like Greece, 
Bulgaria has built up a heavy credit in 
Germany, and through conventions 
effected in 1935, traded tobacco for 
transportation and communication 
equipment and war supplies. In this 
way Bulgaria liquidated approximately 
402 million leva of accumulated to- 
bacco stocks, but the state profited at 
the expense of domestic industry. So 
complicated and all-embracing has be- 
come the official structure of clearing 
agreements and compensation, that 
individual transactions with foreign 
countries have dropped practically to 
zero. As in Germany, Italy, and, to a 
lesser degree, in other countries where 
state control dominates commercial and 
industral enterprise, the official weight 
of bureaucracy threatens to swamp the 
national economy. Familiar relief mea- 
sures have been instituted; the lower- 
ing of the gold coverage against note 
circulation to 25 per cent; the restric- 
tion of imports and, as in France, 
Spain, and certain Latin-American 
countries, the convenient and so-called 
painless method of securing treasury 
working capital by successive lotteries. 





Government’s Increasing 
Control of Trade and 
Industry 


(Continued from page 217) 





or expand them. Not content with 
that, there shortly followed the gold 
clause resolution which abrogated the 
obligation of every contract, public or 
private requiring repayment in gold. 
According to the Supreme Court this 
was nothing less than a universal act 
of repudiation, which contributed pro- 
foundly to business doubt and apprehen- 
sion. The Banking Act of June, 1933, 
created the bank deposit insurance 
system, among other things 

On the same day came the supreme 
act of business interference, the Na- 
tional Industrial Recovery Act, which 
led to the insertion of the long fingers 
of the National Recovery Administra- 
tion into the details of every business 
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in the land and made experienced busi- 
ness men subject to thousands of petty 
tyrants, dumb or socialistic, clothed 
with incredible authority. Out of it 
grew the Public Works Administration 
and all its works of good and evil. The 
Gold Reserve Act came along in Janu- 
ary, 1934, to bury the gold standard 
and make the Treasury Department a 
rival for the Federal Reserve Board in 
the direction and control of financial 
and monetary policy, and was followed 
by a Presidential proclamation defi- 
nitely fixing a new valuation of the 
gold dollar at 59.04 cents in terms of 
the old dollar. The Security Exchange 
Act placed the Government in minute 
control of all stock exchanges and the 
conduct of its members and even of 
corporation practice. From time to time 
additional authority has been conferred 
upon the Recontruction Finance Cor- 
poration until it has become a ready 
means of financing all sorts of new 
governmental projects and agencies and 
a wide category of private enterprises, 
so that it is the greatest loan bank in 
the world. 

It is impossible to give informative 
mention to a tithe of the acts directly 
or indirectly affecting the conduct of 
business but mention must be made of 
the revolutionary and absurd Silver Act 
which compels the purchase of an in- 
determinable amount of silver at an 
unknown price and nationalized all 
silver; the creation of a communications 
commission with which to harass com- 
munication corporations to the point 
of distraction, the National Housing 
Act, labor relations acts, the Frazier- 
Lemke acts to encourage rural bank- 
ruptcy; a vast variety of farm loan acts 
through the authority of the Farm 
Credit Administration; the Home Own- 
ers Act, which, along with the farm 
loan measures made the Government 
the greatest of all mortgage agencies. 
The cancellation of the air mail con- 
tracts was a cruel abuse of power which 
gravely affected the great aviation 
companies. The well meant Social Se- 
curity Act, which imposes a tax of 9 
per cent of the amount of payrolls, is 
a half-baked measure which holds un- 
forseeable evils for corporations and 
other business firms, towering tempta- 
tion for Congressional extravagance. 
It may profoundly affect the essential 
nature of the whole business fabric of 
the nation, whilst bringing the Govern- 
ment into minutely intimate relations 
with corporation practice. The Public 
Utility Act, August 24, 1935, portends 
“sudden death” and profound injury 
to many utility companies; and various 
revenue acts and the reciprocal tariff 
agreements act have greatly extended 
the field in which Government may 
intrude upon private business. 

Some of the mentioned acts have 
been entombed by the Supreme Court 


and others may be, but by virtue of 


them, and many others, American 
business has been subject to and stil] 
is subject to the command of a by 
reaucracy whose personnel has been 
increased by 250,000, whose orders are 
counted in the unknown thousands 
whose daily acts breed irritation, fear 
and inertia, all of which have taken 
us for a far ride on the road toward 
fascism or communism—and ll of 
this without a mandate from the peo- 
ple and is a violation of mandates to 
the contrary. 

There is no room to tell of busines 
persecution by the system of investi- 
gative torture and insult by Congres. 
sional committees, executive commis 
sions and examiners, who have taken 
all the privacy and much of proprie- 
tary authority away from manage. 
ment, nor to describe in detail the 
pending bills to regulate business. The 
one which is outstanding in its possi- 
bility of enactment is the Patman- 
Robinson measure for the prevention 
of price discrimination, which is aimed 
primarily at the chain stores but ap 
plies to every step in merchandisng 
from manufacturer to consumer. It is 
the survivor of a flock of price dis. 
crimination bills, which were pretty 
much united in one by Senator Rob 
inson to get through the Senate, and 
the original Patman bill has been mod- 
ified to conform substantially to the 
Robinson draft. 

The essential object of this legislative 
mania is the strengthening of the anti- 
trust laws by amendment of the Clay: 
ton Act which would forbid any sort 
of price discrimination, under what: 
ever pretense or guise, between pur: 
chasers of like grade and quality of 
goods (from manufacturer through to 
ultimate consumer) with the avowed 
object of “protecting the independent 
merchant, the public whom he serves, 
and the manufacturer from whom he 
buys, from exploitation by unfair com- 
petitors.” There is no prescription of 
price-fixing, but in practice the Federal 
Trade Commission, administrator of 
the law, would have to come near to 
establishing something like a scale of 
quantity price differentials, as it is au- 
thorized to determine the legitimacy 
of concessions justified by cost sav 
ing of large orders. Delivered prices 
are forbidden. These price discrimina- 
tion measures represent the latest re- 
currence of the eternal battle between 
monopoly and greatness and the ‘in 
dividual and commercial littleness. It 
is sought to deny the big fellow any 
possible advantage that might accrue 
to him from price manipulation in 
favor of big or favored buyers. It is 
sought to promote competition by de: 
stroying competition in some of its 
phases. Delivered prices are specifical- 
ly attacked in the Wheeler bill which 
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forbids all utilization of the basing 
point device of figuring delivered prices 
_which, however, actually tends at 
times to favor the small manufacturer 
or distributor. The objective ideal of 
such measures is worthy but they un- 
deniably add to the accumulating bur- 
dens of business regimentation and 
epionage by the evergrowing clouds of 
bureaucrats clothed in much perpetual 
authority. 

The Wheeler bill to extend the 
sweeping powers of the Federal Trade 
Commission from competitive “unfair 
practices” to the whole field of such 
practices emphasizes the fatal tendency 
to hand all business over to government 
control. 

Among the oppressive pending bills 
must be named the revenue bill of 1936 
which seeks to cripple the accumulation 
of wealth by corporations, as a sort of 
complement to the “soak-the-rich” reve- 
nue law of 1935 which had for one 
of its objectives the prevention of the 
accumulation of great wealth or its 
transmission by individuals. The un- 
dertone of revenue legislation under the 
New Deal has been discouragement of 
business ability and success, and en- 
couragement of dumbness and failure. 
It takes the rewards away from the 
competitive system—the rewards which 
make it work for the benefit of both 


winner and loser in the battle of life. 








A New Outlook for Gold 
Stocks 


(Continued from page 233) 





company’s 251,160 shares of capital 
stock received $56 a share in dividends, 
of which $20 was a special disburse- 
ment from surplus. Net profit last year 
totaled $8,144,528, equal to $32.43 a 
share on the outstanding stock. Since 
1933, when earnings spurted $10 a 
share to $19.94, pronounced gains have 
been shown, net in 1934 equalling 
$28.29 a share. Although earnings last 
year were somewhat short of regular 
dividends, on a cash basis they were 
more than adequate. The company’s 
policy of making liberal allowances for 
depreciation and depletion resulted in a 
write-off for these items in 1935 equal 
to $14.28 a share. Financial position of 
the company is excellent with current 
assets showing a ratio to current liabili- 
ties of about 10 to 1 at the end of last 
year, and ore reserves are ample for 
many years to come. Gross production 
of the company is subject to a 4 per 
cent tax imposed by the state of South 
Dakota but this item, as well as some- 
what higher costs last year, was more 
than offset by the richer content of the 
Ore mined at deeper levels. Assuming 
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that there is no increase in the present 
price of gold, further gains in the com- 
pany’s earnings may be less pronounced 
but profits should continue at a level 
which would permit the continuance of 
the generous dividend policy lately in 
effect. The shares of Homestake, quite 
justly, are regarded as one of the more 
conservative gold mining issues. 

Among the Canadian companies 
Dome Mines, Ltd., is one of the largest 
gold producers and the company’s 
shares have been unusually active of 
late, with the most recent price at 58, in 
response to reports of successful devel- 
opment work in both new and old prop- 
erties. Last year the company reported 
earnings equal to $3.90 a share on the 
953,334 shares of capital stock. This 
compares with $4.07 a share earned in 
1934. In both years a charge of $500,- 
000 was made against earnings as a 
reserve for contingencies. Last year 
operating costs were $4.14 a ton as 
compared to $3.87 a ton the previous. 
Despite this moderate increase in costs, 
the company still continues to be a 
comparatively low-cost producer. A 
strong financial position permits the 
maintenance of dividends as high, or 
better, than indicated earnings. Regu- 
lar and extra payments are being paid 
at the rate of 50 cents each quarterly. 
Proven ore reserves are fairly substan- 
tial while the possibilities attaching to 
recently acquired properties afford an 
interesting speculative angle. 


The properties of Lake Shore Mines, 
Ltd., are generally regarded as being 
the most valuable in the Kirkland Lake 
region, Canada, and ore reserves are 
reliably estimated as constituting one 
of the richest gold supplies in Canada. 
The company does not issue quarterly 
earnings reports and the latest avail- 
able report is for the fiscal year ended 
June 30, 1935. In that period earnings 
were equivalent to $4.12 a share on 
2,000,000 shares of capital stock, com- 
paring with $5.07 the previous fiscal 
year. Lower earnings were accounted 
for principally by increased taxes and 
a higher reserve for depreciation and 
depletion. It is probable, also, that the 
company has been encouraged by higher 
prices for gold to work lower grade ore 
bodies. Recent quarterly reports by the 
company of bullion output indicate the 
probability that earnings in the current 
fiscal year will closely approximate 
those for 1935, a prospect further sub- 
stantiated by the recent increase in the 
regular dividend to $1 quarterly. Pre- 
viously the company had paid 50 cents 
regular and 50 cents extra each quar- 
terly. At recent levels, the shares are 
attractive for income and possible price 
enhancement. 

The complete report of McIntyre 
Porcupine Mines, Ltd., for the fiscal 
period ended March 31, 1936, has re- 
cently been made available. Net in- 
come of $3,582,912 was equal to $4.49 
a share on 798,000 shares of capital 
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stock. This compares with $3,691,676 
or $4.63 a share in the preceding fiscal 
year. The lower earnings reflect the 
increased operating costs and develop- 
ment costs incident to the working of 
lower grade ore bodies. Current assets, 
including over $12,000,000 in cash and 
marketable securities, totaled $13,109,- 
621 and current liabilities were only 
$1,519,968. Amply supplied with cash 
resources and with the probability that 
earnings are running upwards of $4 a 
share, there is a strong possibility of an 
increase in the present $2 dividend, 
lacking which extras may be paid from 
time to time. 

Last year Alaska Juneau earned 
$1.04 a share on its 1,500,000 shares of 
capital stock, comparing with peak 
earnings of $1.28 a share in 1934. The 
company’s production costs are ex- 
tremely low and recent activities have 
been concentrated on the low-grade ore 
bodies. For the present, however, no 
appreciable increase in earnings appears 
likely; estimated profits in the first four 
months of the current year having been 
about $60,000 under the same months 
of 1935. Current assets are adequate 
but cash would not warrant any in- 
crease in the present $1.20 dividend, 
of which half is in the form of an extra. 
The company is developing a new ore 
body, reported to be above average 
grade and this may later prove of spec- 
ulative value to the shares marketwise. 





Happening in Washington 
(Continued from page 205) 





Political position considered as 
favorable to ‘status quo—labor re- 
sentment at striking down of the 
little NRA being held to be the 
source of more support than enact- 
ment of a mollifying law. 


Speculative activity is not wanted 
by SEC, Federal Reserve or President 
during campaign. Their feeling is that 
business revival needs no encourage- 
ment from security markets, which 
might be a source of political obstruc- 
tion because of possibility of a runa- 
way boom, charged with dynamite. 
Nothing will be done to liberalize mar- 
gin regulations. 

Administration will be content if 
present market levels are main- 
tained. 


Last Minute Forecast: Municipal 
bankrupt act’s invalidation by Supreme 
Court will not affect other parts of the 
bankruptcy law—such as railway re- 
organization.—Patman - Robinson anti- 
price-discrimination bill is regarded as 
virtually certain to survive any adjourn- 
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ment chaos. The new provision per- 
mitting the adaptation of prices to meet 
legitimate competition takes many of 
the teeth out of the measure, but may 
operate to retain delivered prices.— 
Every effort will be made to save the 
La Follette proposal to investigate the 
alleged efforts of employers to circum- 
vent collective bargaining —Senate In- 
terstate Commerce Committee likely to 
get $50,000 to use for another needless 
investigation—of railroads.—President 
will approve bill continuing trading in 
unlisted securities on stock exchanges, 
which has passed both houses, expecta- 
tion being that House will approve 
Senate’s divergences. 


Coal Board will hang on for a 
while, but its labor board is being dis- 
persed.—Guffey law decision has put a 
crimp in National Labor Relations 
Board, aside from the inference that the 
Board’s days are judicially told by in- 
ference from the decision. 








As I See It 
(Continued from page 201) 








distribution; but there is nothing to be 
panicky about. We still possess the 
knowledge to produce everything that 
is necessary for all of us, and to explore 
and develop the wealth of the world. 

The real danger in this day of de- 
pression-shocked thought is that having 
found the keys of wealth for all, we 
shall throw them away by trying to 
distribute what does not exist. We 
have solved the problem of how to pro- 
duce plenty with diligent application. 
We should also be able to solve the 
problem of distributing it with social 
justice. 





Natural Gas Shows Dynamic 
Possibilities 
(Continued from page 229) 





1929 was arrested, and aided by in- 
creased revenues and more stable costs 
net income increased more than $2,- 
000,000 to $11,944,326, equal after 
preferred dividends, to 43 cents a share 
on 11,642,283 shares of common stock 
as compared with 25 cents a share 
earned in 1934. The improvement car- 
ried through to the initial quarter of 
this year to an even more pronounced 
degree and net available for the com- 
mon stock was equal to 39 cents a 
share, contrasting with 28 cents a share 
in the first three months of 1935. 
United Gas Corp., is another top- 
rank unit in the natural gas industry, 


despite the fact that company’s history 
dates only from 1930. The company’s 
inception was the result of the decision 
of Electric Power & Light Co., an 
Electric Bond & Share unit, to broaden 
materially the scope of its natural gas 
activities. Aided by bank loans and 
the financial assistance of Electric Bond 
& Share the company was able to 
weather the difficulties of the depres- 
sion period, while continuing its pro- 
gram of property acquisition and ex: 
pansion uninterrupted. Nevertheless, 
until recently doubt prevailed as to 
the company’s ability to escape a capi- 
tal reorganization. With the discovery 
of oil in the new Rodessa field, in 
which United Gas has a large interest, 
plus expanding industrial and domes- 
tic demand for natural gas, the com 
pany’s affairs have taken a decided 
turn for the better. So much so in 
fact that the company may shortly be 
in a position to refund its short term 
indebtedness totalling some $47,000, 
000 into long term bonds. Net income 
for the twelve months to March 3], 
last, totaled $6,758,580, as compared 
with $4,518,808 in the same months 
of 1935. 

Although United Gas common stock 
is distinctly a speculative venture, with 
slight prospect of any dividends until 
the company has discharged its bank 
debt and parent company advances as 
well as made some provision for more 
than $36,000,000 in accumulated divi- 
dends on the preferred shares, the po 
tentialities of oil discoveries in con 
junction with expanding gas sales are 
not without basis as favorable longer 
term factors. 

On the West Coast, Pacific Lighting 
is an important factor in the natural 
gas field, with some 80 per cent of the 
company’s revenues being contributed 
by gas which is supplied in the city of 
Los Angeles and other communities in 
Southern California. The 1,608,631 
shares of common stock earned the 
equivalent of $4.35 each, and for the 
twelve months to March 31, last, net 
was equal to $4.22 a share on the com 
mon, comparing with $3.27 a share in 
the same period of 1935. 

Although Columbian Carbon and 
United Carbon are primarily engaged 
in the manufacture of carbon black and 
allied products, both companies own 
large natural gas properties and produce 
substantial quantities of natural gas in 
excess of their industrial requirements. 
Favored by the combination of rapidly 
expanding gas sales and increased de- 
mand for carbon black on a firmer price 
basis, both companies have shown 4 
remarkable upturn in earnings in fe 
cent years. Earnings of Columbian 
Carbon last year were the best since 
1929, while those of United Carbon 
reached new high levels in both 1934 
and 1935. 
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Our Unique Circulation Combines 


1—Consumer Buying Power 


Like yourself, our other readers of THE MAGAZINE OF WALL 
STREET are the most sought-after prospects for consumer and 
industrial buying. As individual consumers our other readers, 
like yourself, have enjoyed large increases in their incomes, in 
their capital assets, and in the value of their securities. They 
naturally feel free to satisfy buying inclinations, both for them- 
selves and their families. 


2—Corporation Buying Power 


Like yourself, almost all your fellow-readers are either impor- 
tant corporation executives or owners of their own businesses. 
They control or influence purchases of office and factory equip- 
ment, building materials, automobiles and other industrial 
products totaling billions of dollars annually. 


3—Investor Buying Power 


Like yourself, your fellow-readers represent the most active 
private and institutional security buyers in the country. Col- 
lectively, their buying influences security prices. Their good 
will and confidence is a great advantage to any company de- 
siring to maintain and strengthen its financial standing and 
prestige. 


You yourself represent all three types of buying power described 
above. Surely, therefore, you regard yourself as a splendid 
prospect for the products of many companies. Remember 
that our more than 50,000 other subscribers are equally 
good prospects for your company. Send amemo to your 
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Here are some significant books 
should not miss: 


you 


. .. and our offer of “Brokerage Technique” with 


every order of books amounting to more than $3.00 


still stands. 


1. THE COMING BOOM IN REAL ESTATE 
And What To Do About It 
by Roy Wenzlick $1.00 


This little pamphlet, like a robin heralding the advent of Spring, announces the joyful 
news that prosperity is again around the corner. Still cautious, however, the author 
warns the reader to remember the days of ’29 and explains how to take advantage of this 
boom intelligently. 


The author is the president and founder of a national organization of real estate econo- 
mists and research consultant to the National Association of Real State Boards. Very 
simply and concisely he analyzes, in view of what has gone before, why a cyclical recovery 
in rents, real estate values and building construction is inevitable; he shows when it will 
develop, through what stages it will pass, when it will reach its peak and when it will 
end. Then he goes on to explain the soundest way in which various types of individuals 
and organizations in all parts of the country can most effectively adjust themselves to 
the new trend. He tells you specifically what to do; how to analyze your own needs, 
how to finance the purchase, what to do with what you now own, and when to sell for 
the greatest amount of profit. To those who plan to buy a home, to buy a new store 
or to make a vocation of real estate investments, this book is infinitely valuable. 


2. THE DEVELOPMENT OF AMERICAN BUSINESS AND 
BANKING THOUGHT 1913-1936 


by Charles C. Chapman, S.J. $2.50 


The author, who is professor of economic and constitutional history at Loyola University, 
has written a very compound and complete history of the very radical change in the 
attitude of American business that has taken place in the last twenty years. Although 
scholarly, it enables the reader to get a bird’s-eye view of the panorama of our economic 
history and to criticize the faults of our system in regard to future improvement. 


Chapman maintains that success in reforming and reconstructing the economic and social 
order depends more upon an improved mental attitude of business leaders than upon 
any technological development. The first part of this volume deals with industry; the 
second with finance and banking; the third with the situation at the beginning of 1936. 
In this latter section the invalidation of the Agricultural Adjustment Act is discussed 
and the complete texts of the majority and minority opinions, together with a critical 
analysis, are given. 


3. GRAPHS AND THEIR APPLICATION TO SPECULATION 
by George W. Cole $7.50 


“Graphs and Their Application To Speculation” tells how every kind of graph and chart 
is constructed, explains the principle behind each graph and how to forecast the future 
course of prices from them. The author’s intention is to prove that graphs of the action 
of the market price show in pictorial form the psychology of the mass mind as influenced 
by world conditions, but that judgment is paramount in correlating the facts and applying 
them successfully in buying and selling. He maintains also that the future trend of 
prices is based on the law of recurrence of past price movements as recorded in graphs. 
He analyzes criticially some of the leading theories on speculation with an eye to practical 
application, in some instances giving records of profits and losses by following a stated 
system. Mr. Cole has spent a lifetime in trading and as a member of the Chicago Board 
of Trade has had a broad market experience. 
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Order now while the supply lasts .. . 


4. FIASCO IN ETHIOPIA 
Wynant Hubbard $2.75 


The Ethiopian war as really viewed by the 
foreign newspaper correspondents in Addis 
Ababa. Glimpses of the black warriors, the 
unwilling Italians and their respective leaders 
ae well ag entertaining accounts of the 
hectic rush for news that never arrived, 


5. HEARST, LORD OF SAN 
SIMEON 


Carlson and Bates $3.00 


An unauthorized biography of William Ran 
dolph Hearst. Tells how the Hearst for 
tune grew in the pioneering days and the 
way in which W. R. used to further himself, 
The authors also explore the possibilities 
of his bringing fascism to this country. 


6. PATRIOTISM PREPAID 
Lewis J. Gorin $1.00 


The story of the most amazing and amusing 
youth movement America has ever known by 
the National Commander of the Veterans of 
Future Wars, a Princeton undergraduate. 
Although it began as a prank, the movement 
has already become a powerful public force. 


7. AN ATLAS OF EUROPEAN 
HISTORY 


Horrabin $1.50 


As unusually helpful little book which gives 
the reader at a glance a full background 
of any European country he might want to 
know about. 


8. MILLIONS OF DICTATORS 
Emil Lengyel $2.00 


A cross-section of public opinion as found 
by talking to the average man in different 
parts of Europe and America. 


9. WILLIAM RANDOLPH 
HEARST, AMERICAN 


Mrs. Fremont Older $4.00 


The authorized biography of Hearst from 8” 
more personal angle which lauds his cam 
paigns as “crusades” and describes his cok 
lections and possessions. 


10. BORAH OF IDAHO 
Claudius O. Johnson $3.00 


A fine and honest portrait of Borah, who 
has been for many years the supreme I 
dividualist of Congress and a figure of intet 
national importance. 


11. THE MAN LANDON 
Frederick Palmer $1.50 


Landon’s public history, his background of 
law, banking and the oil fields and bis 
crusade against waste. The author explains 
his cash-basis law and how Landon red 
taxes and balanced the Kansas budget. 
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